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1. help you in making suggestions, when asked by employees or by personal acquaintances to suggest a 


plan of accounting training, your attention is called to the educational organization of the International 


Accountants Society, Inc., here shown. 


The five men composing the Executive Educational Committee are responsible for I.A.S. educational 


activities and policies, with particular reference to text material, research, standards, and technical methods. 


The sixteen Certified Public Accountants com- 





When you are asked to recommend 


an ACCOUNTING COURSEl|-. 








posing the I.A.S. Faculty are actively engaged in 
preparing text material, giving consultation service, 
or grading students’ papers. Some give their time and 
attention exclusively to 1.A.S. work. Others who 
are in actual practice of public accounting or cor- 
poration accounting, devote only part time to the 
work, Each subscriber secures the advantage of hav- 
ing his examinations handled by instructors from 
both groups. 

The forty members of the Advisory Board are 
outstanding Certified Public Accountants, business 
executives, attorneys, and educators, who counsel 
with the I.A.S. management, upon request, with 
respect to technical accounting, educational, and 
business matters. 

The uniformly high caliber of the men who 
compose the I.A.S. Staff is in itself eloquent testi- 
mony as to I.A.S. training. The cooperation of 
Staff members in various advisory and consulting 
capacities provides the practical, broad viewpoint 


which is so necessary in adult education. 
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To provide additional information which may be of value to you when asked to recommend a training plan, we shall 
be glad to mail you, upon request, a copy of our 52-page booklet “ACCOUNTING — The Way to Business Success.” 


INTERNATIONAL ACCOUNTANTS SOCIETY, Ine. 


A Correspondence School Since 1903 


5411 SOUTH MICHIGAN AVENUE 


CHICAGO, 
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JUST PUBLISHED 


“CONTROLLERSHIP: 
ITS FUNCTIONS 
AND TECHNIQUE” 


A Book of 144 Pages, 
Cloth Bound 


By John H. MacDonald 
Published by Controllers 


Institute of America 


This is a work which it is felt 
will go far toward enlightening 
the business public as to what 
controllership really is, what a 
controller does, and how. 


The status of controllership 
has advanced rapidly during the 
past decade. Many do not real- 
ize the extent of those advances. 
| This book will disclose how far 
controllership has gone. 

It is for controllers and their 
assistants; for public account- 
ants; for students; for business 
executives, bankers, and direc- 
tors; for all who come into con- 
tact with controllers and their 


work. 


Price $2.00 
(Postage 8 cents additional) 


| THE SECTION HEADINGS 
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| Relations Between Controllers and 
Public Accountants. 


Relations of Controllers with Gov- 
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| The Controller’s Relation to Com- 
| pany Policies and Management. 


Controllers’ Reports and Their Inter- 
pretation. 


Order From 


Controllers Institute of America 


| 
| 
| 
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One East Forty-Second Street 
New York City 

















In This Issue 

How to run a business without keeping 
books is told succinctly by Mr. John L. 
Vogel, an active Chicago member of The 
Controllers Institute of America, in this 
issue. It is a provocative article. 

An article which is particularly timely 
is that by Mr. Harry C. Hasbrouck, on 
the allocation of pension costs to account- 
ing periods. This is a matter which has 
been in the courts of late. The growing 
importance of pensions as an element of 
costs attaches great interest to this sub- 
ject. This article treats the subject from 
the point of view of determination of 
reasonable costs of service by utilities 
which are under regulation. 

The ever-interesting subject of rela- 
tions between controllers and public ac- 
countants is discussed in a prize winning 
essay by Mr. Ralph T. Millet, an under- 
graduate student of Massachusetts In- 
stitute of Technology. 

What business thought of the excess 
profits tax law, when it was up for dis- 
cussion in the House of Representatives, 
and later when an entirely different ver- 
sion of the bill was under consideration 
in the Senate, was pretty well set forth 
in the various statements presented to the 
committees which had the measures in 
charge. An approach which was different 
from that of any other organization fea- 
tured the presentations made to the com- 
mittees by The Controllers Institute of 
America, which had both the technical 
and economic problems in mind, in its 
studies of the two proposed measures. 

There is presented in this issue the text 
of the statement which was made to the 
Committee on Ways and Means, of the 
House of Representatives. The Institute 
has been highly praised for the clarity, 
vigor, comprehensiveness, and sound argu- 
ments which marked its statement. Still 
another statement was prepared for pre- 
sentation to the Committee on Finance, of 
the United States Senate. This necessarily 
had to deal with a measure which differed 
in many important respects from the bill 
which was studied, and enacted, in the 
House of Representatives. Space limita- 
tions prevent inclusion in this issue of 


the statement presented to the Senate. 














Other Recent Publications 


CONTROLLERS 
INSTITUTE OF AMERICA 


“War Problems of Business As the 
Controller Sees Them.” A report 
of the discussions of a group of 
one hundred controllers, in Con- 
ference January 5, 1940. 

1940 72 Pages $1.25 


“Suggestions for Improvement in the 
Federal Tax Laws and the Admin- 
istration Thereof.” Report of the 
Committee on Cooperation with 
the Treasury Department, of The 
Controllers Institute of America. 
October, 1939 20 Pages $1.00 


“Budget Methods and Procedures of 
Manufacturing Companies.” A re- 
port of a Conference of Control- 
lers. 
June, 1939 40 Pages $1.00 

“Interpretations of the Fair Labor 
Standards Act.” A report of a 
Conference of Controllers. 
November, 1938 24 Pages 75¢ 


Earlier Publications 
(Still in Print) 


“Budgeting for Control.” An address 
by Henry D. Minich, Chairman of 
Research Council. 

1932 16 Pages 25¢ 


“Appraisals and Property Account- 
ing.” Address delivered to New 
York members by Harold Vinton 
Coes, of Ford, Bacon & Davis, Inc. 
1932 12 Pages 50¢ 


Year Books 
1932, 1933, 1934, (1935 and 1936 


out of print) 1937, $2.00. 1938, 
$2.50. Year Book of 1939, $2.50. 


“The Controller” 


All issues since February, 1934, to 
date, with exception of May, 1934, 
February, 1936, September, 1937, 
May and October, 1939 issues, which 
are out of print. 50¢ Each 


Duties of Controller 


A single sheet, presenting the defini- 
tion by The Controllers Institute of 
America, of the duties of a control- 
ler. 


Sent free upon request. 
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Lditortal Comment 


N the Book Review Section of this issue there is 
reference to the new Outlook in Business which, 
by reason of a changing social and economic con- 
sciousness, has developed in the minds of manage- 
ment. It is pictured in colorless language common 
to the pen of the reviewer intent upon synopsis and, 
of necessity, fails to present much of value to con- 
trollers who think soberly about their part in the ad- 
ministration of business enterprise. Rapidly the fact 
is growing in weight that managerial accomplish- 
ment is measured today not so much according to the 
application of those intellectual concepts which con- 
stitute good practice, as in the results achieved by 
management for the contentment of labor, the satis- 
faction of the consumer, and the discharge of its 
obligations to stockholders, the public and the gov- 
ernment. 

The normal problems of business administration 
are admittedly more difficult and complex than ever 
before. Granted that these problems have been 
forced upon management by opposing schools of 
thought, relating to the subject of governmental 
rights versus those of a free industrial society, they 
must, nevertheless, be met on a basis of what the 
facts disclosed, and successful executives today play 
no hunches. They operate quietly and close to the 
controls. Those controls are figures, and most mem- 
bers of successful management are skilled in figure 
analysis. Since this is the case, these social and eco- 
nomic changes automatically become a challenge to 
the control whose service must be one which yields 
all of the facts underlying management’s problems. 

What are those problems and what is the control- 
ler’s part in their solution? Take, for example, the 
influence of population growth and migration which 


has brought about many problems in distribution. 
Management can not very well solve them except by 
analysis of the costs which affect the profit and loss 
account and the consumer’s pocket book. These fig- 
ures lie within the controller’s field. 

Further, in an effort to meet its growing obliga- 
tions to this new sov +1 philosophy, management is 
showing increasing «option of periodic financial 
and operating reports which are produced in non- 
technical language. Although the controller has ma- 
jor responsibility for the accuracy of such reports, he 
probably stands in the best position to simplify, and 
if necessary, dramatize them for the benefit of the 
layman. 

It must be admitted that much of the attack to 
which business is exposed arises from the secrecy and 
mystery concerning what previously has been re- 
garded as highly confidential data, and that a good 
measure of this hiding behind the skirts of technique 
is “bunk.” As controllers with knowledge of that 
technique we are obliged to admit that confidence 
can be created only when carefully thought out 
policies are presented in such manner that the man 
on the job knows where his company stands with re- 
spect to matters of importance in the organization. 

Another of management’s problems today arises 
from the restrictive requirements of the Wage and 
Hour Act. Since extra shifts or the premium on 
overtime are either not practicable or are too costly 
in most industries, management wants to know the 
influence of these factors upon the cost of doing 
business and of their effects in relation to selling 
prices. Such data lies on the doorstep of the con- 
troller. Higher wages, shorter hours, and improved 
working conditions are forces with which manage- 
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ment is struggling in an effort to balance income 
with out-go and still show a return to stockholders. 
The effect of them upon productive cost, volume, 
gross margin, pricing policies and competition all 
represent information readily available to the con- 
troller and should be delivered to management for 
intelligent guidance. Furthermore, we see that a 
common yardstick in business economics today is the 
break-even point representing that degree of sales 
volume required to meet expenses. This break-even 
point, as we all know, is influenced largely by fixed 
costs and the gross return on sales established by ex- 
perience rating. To be fortified with sound conclu- 
sions Management wants this type of information 
developed in the controller's department. 

This definite trend away from the free enterprise 
system towards a paternalistic state probably comes 
most forcibly to the controller's mind through the 
channels of taxation. We have witnessed an ever 
widening control by the federal government over 
what was formerly a function of state government, 
and yet state and local governments are now invad- 
ing the field with newly devised sales and use taxes 
that constitute a serious burden upon the cost of 
doing business in every community. Executive man- 
agement has neither the time nor the technical equip- 
ment necessary to an understanding of these influ- 
ences upon costs, profits or competitive position, and 
the controller should interpret them as a necessary 
activity in his normal field of service. 

Even in the educational field that is geared to 
these new social considerations we have a responsi- 
bility as individuals and as an organization. Our 
primary interest in this area must be one of helping 
educational institutions to train young men so that 
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they may have a chance of growing into positions of 
responsibility and leadership. There is an increasing 
need for men who are trained to think and act on a 
broad basis of personal responsibility. This training 
job can never be done by the schools alone. We who 
are engaged in the technical practice of controller- 
ship must share our active experience with the lead- 
ers of college thought if the growing crop of con- 
trollers is to take its proper place in the management 
of American business. 

Whether these projects common to the new era 
are good or bad, whether we like them or not, they 
are here and probably will not be abandoned. Things 
that seemed to be vitally important a few years ago 
have been made to appear insignificant by a succes- 
sion of changes having world wide proportions. Re- 
sponsibilities which hitherto warranted the concen- 
tration of thoughtful men now appear to be of little 
consequence in the face of new philosophies that are 
at present absorbing our attention. It may well be 
that the years ahead will bring such a degree of gov- 
ernmental control and national regimentation that 
past concepts of private capitalism will have to be 
revised or abandoned in the interests of the new 
order, call it what you will. These are only a few of 
the very definite trends affecting the management of 
business enterprise which we must face as the date 
for our Ninth Annual Meeting draws near. 

HENry C. Perry. 


The taking of stock of what the controller may 
do to help meet these situations will constitute the 
principal theme of this year’s national assemblage 
of controllers, September 23-25. There is a challenge 
here to every live controller. 
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We have no general ledgers, pri- 
vate ledgers, receivable ledgers, pay- 
able ledgers. 

About seven years ago we were 
faced with a declining budget for 
office operations, in spite of the de- 
mand for increased records, reports 
and statistics for both management 
and governmental bodies. A thor- 
ough analysis was made of all cleri- 
cal operations, with the end in 
view of eliminating those whose 
value did not justify their cost. A 
great many minor changes were 
made during that period, but certain 
major changes were made which 
have excited considerable interest 
among those responsible for clerical 
operations. 

We formerly followed the prac- 
tice—more or less common at that 
time—of writing up a customer’s 
order on shipping papers. A great 
many records were kept to insure 
that the order was handled properly 
and promptly, and that if it got lost 
we would have a copy of the infor- 
mation in the office. Now, when 
an order is received from the cus- 
tomer, the date and customer’s order 
number are inserted on the custom- 
er’s order card and then we merely 
record the name in a register and 
assign to it a number. 

A “dispatch sheet,” which merely 
provides a space for shipping and 
billing information, is attached to 
the original order. This order is 
then sent to one of our various ware- 
houses for shipment. No copy of 
the order is maintained. The order 
must, however, be returned to the 
order clerk within a prescribed pe- 
riod of time, varying from a few 
hours to two days, depending upon 
the location of the warehouse. 

From this original order—made 
out by either the customer or our 
salesman—our invoice form is pre- 
pared. It might be interesting to 
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note that, although many hundreds 
of thousands of these orders have 
passed through this routine, to the 
best of my knowledge only one was 
ever lost. On that one we wired the 
customer to duplicate his order by 
wire. 


MASTER INVOICE BECOMES ACCOUNTS 
RECEIVABLE LEDGER 


Our present method provides for 
our invoicing to be done by the ani- 
line ink process. The duplicating 
machine used is a gelatin type, elec- 
trically operated, with automatic 
sorting table to distribute the vari- 
ous copies of our invoices. The 
master, from which the extra copies 
are made, goes to the accounts re- 
ceivable clerk and becomes a part of 
the accounts receivable open file. Ex- 
tra copies are, of course, made 
for customer, salesman, commission 
clerks, sales tax desk, and for any 
special analytical purposes. The 
method of copying is perhaps not 
the most to be desired, but is very 
elastic and enables us to cut our ex- 


Bookless Bookkeeping Successfully Used 
by Chicago Concern 


penses at other clerical operating 
points. 

For analytical purposes we for- 
merly used the punch card system. 
This has been replaced by the peg 
board method of distribution, which 
for our purpose has proved faster 
and more economical. 

Fortunately our business is one in 
which there are few partial or in- 
stallment payments, so that this 
problem is not a serious one with us. 

As stated above, the master copy 
of the invoice itself becomes our 
accounts receivable ledger, and no 
posting is made from this master. 
The total of the day’s invoicings be- 
comes a charge to our control of 
accounts receivable. As the invoice 
is paid it is extracted from the ac- 
counts receivable file. The total of 
these invoices—extracted each day 
—constitutes the detail of the sum- 
mary credit slip to accounts receiv- 
able. No postings of the detail of 
these invoices are made. 

There is one interesting feature in 
connection with the use of these 
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quire about them. 


Chicago. 





B Bice accounting and auditing procedures described here have 
been in use for nearly seven years by the Signode Steel Strap- 
ping Company, of Chicago, of which Mr. John L. Vogel, the 
author of this article, is vice-president. In making the article 
available for publication—it was written especially for ‘’The 
Controller’’—Mr. Vogel stated that he had deliberately made 
the article provocative, rather than completely explanatory. He 
will welcome inquiries concerning the procedures which he in- 


Some samples of the forms used by Mr. Vogel accompanied 
the article, but space limitations prevent their reproduction 
here. Mr. Vogel will be glad to go further into detail concern- 
ing them with any persons who are sufficiently interested to in- 


Mr. Vogel, a member of The Controllers Institute of America, 
| is a member of its Committee on Technical Information and 
Research. He recently described the system in detail in an in- 
formal address to the committee, in a meeting which was held in 
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masters as an accounts receivable 
record. In making an analysis of 
our accounts we found that there 
was only a small portion of our 
customers who used the monthly 
statement for any purpose. We 
therefore, discontinued the issuance 
of this monthly statement, except to 
those customers who still prefer its 
use. On the date on which the invoice 
becomes past due, the master is ex- 
tracted from the file and a copy is 
un off on the gelatin machine. This 
copy is then stamped—"This invoice 
is past due. Will you kindly remit 
or advise the reason for its non-pay- 
ment.”. This is the first step in our 
collection system. We have found 
that a high percentage of past due 
accounts are cleared up at this first 
step. No lengthy correspondence is 
involved in claiming that the in- 
voices were not received, that the in- 
voice was lost, or that a copy is re- 
quired. 

This method of handling accounts 
receivable has also been in existence 
for approximately six years. Up to 
this time there have been only two 
occasions when one of these master 
invoices has been mislaid. Both of 
these occurred in the early days of 
the installation, so that we have had 
10 difficulty on this score for the 
past five and one half years. 

It will be of interest to note that 
it no step in this handling of the 
customer’s order has there been any 
posting except on the customer's 
ard and on the register, showing 
the number assigned to the order 
ind the customer’s name. 


REPORTS CONSTITUTE GENERAL 
LEDGER 


In approaching our problem of 
simplification of accounting, we 
questioned the principal purposes 
for accounting. It was decided that, 
‘eparating the accounting function 
itself from the auditing function, 
practically the sole purpose of ac- 
‘counting is to compile and prepare 
teports for management purposes. 
With reports to management as the 
tbjective, we realigned our work and 
tlassification of accounts so that 
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these reports could be prepared with 
a minimum of “put and take” work. 
We enter, wherever possible, total- 
ized data directly to the report. 

Since the final product of the ac- 
counting department is a report, we 
questioned the necessity or ,value of 
any ledger as an intermediate resting 
place for information. If informa- 
tion gathered is not to go into a re- 
port, then why gather it? If it is 
to go into a report then why not 
insert it right on the report? 

Our regular accounting reports are 
prepared monthly and consist of the 
balance sheet, profit and loss state- 
ment, both in condensed form, to- 
gether with supporting schedules. A 
copy of these reports is retained in 
the accounting department. These re- 
ports are in effect our general ledger 
and trial balance, being supported 
in detail by the various debit and 
credit slips retained in the account- 
ing files. 


CONTROL EXPENSE THROUGH 
FINANCIAL RESPONSIBILITY 


In simplifying our accounting we 
analyzed our reports and classifica- 
tion of accounts. We had formerly 
prepared our records on the basis of 
departmental charges, then went 
through a laborious process to trans- 
late these to divisions of responsi- 
bility. A great deal of time was 
formerly spent in analyzing the ac- 
count to satisfy the sales manager, 
for example, that in the expenses 
charged to sales there was a certain 
item, or a certain group of items, 
over which he had no control but 
which we had called “Sales Ex- 
pense.” 

In about 1935 we changed our 
classification of accounts so that all 
of our records are now prepared on 
the basis of controlling expense / 
through financial responsibility. Our 
management took the position that 
all expenses have a two-fold charac- 
ter; one, the question by manage- 
ment as to whether a certain ex- 
pense should be undertaken, and if 
so, where the work can be performed 
in the most economical manner; and 
two, control of the expense. 

If the factory, for example, was in- 
structed to perform a certain piece 
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of work for the Sales Department, 
under the old method they would 
charge this work to the sales depart- 
ment and it would appear as a sales 
expense. The sales department could 
request the work to be done, but 
they would have absolutely no con- 
trol over the time or the final cost. 
Under our present method this ex- 
penditure can be requested by the 
Sales Manager, but the cost of this 
expense is a direct charge to the 
Plant Manager, who is the one in 
the best position to control the 
purse strings for the expenditure. 

Expenses are charged on a basis 
of direct responsibility, and no por- 
tion of the expense is charged to 
any employee who is not in a posi- 
tion to control that expense. True 
functional costs are determined by 
special studies, and not as a routine 
part of the accounting work. 

In the preparation of all reports— 
sales and other statistical reports— 
cost of product consists of prime 
cost only. Factory overhead is not 
recognized in any compilation, and 
is a direct charge to operations on 
the profit and loss statement. Ad- 
justments are made in a separate 
section of the profit and loss state- 
ment for the maintenance of over- 
head as an inventory factor for bal- 
ance sheet purposes. No internal 
“wheel within the wheel” cost dis- 
tribution is prepared. 


PosTING ELIMINATED WHEN 
POSSIBLE 


With the change in accounting 
classification, we then sought to 
eliminate all posting wherever pos- « 
sible. All papers which eventually 
result in a debit or a credit to the 
accounting records are prepared in 
a standard size with a standard 
heading. These clear through the 
various accounting operations, and 
finally are filed according to account 
number. At the end of the month 
all we have to do is to put a crew 
of adding machine operators on 
these various debit and credit slips. 
The totals are posted directly to our 
final report, which is in a form suit- 
able for permanent record. It is not 
prepared from a work sheet, but di- 
rectly from the debit and credit slips. 
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After these debit and credit 
charges have been totaled, to insure 
proper control they are photo- 


graphed on a Recordac Machine for 
permanent record. The films then 
are filed in the vault. Since 1935 
we have never had occasion to refer 
to this photographic record, as all 
debit and credit slips have been 
found to be in their proper file. 

Attempts have been made at 
every point to have the source of 
original information be the account- 
ing department record. For example, 
the salesman prepares his expense re- 
port on a special form, which be- 
comes not only the basis for the is- 
suance of the check, but becomes, 
without posting, the debit and credit 
entry in the accounting system. 

Suppliers’ invoices when received 
are typed on special forms. These 
in effect become at the same time the 
supplier’s notice of remittance, the 
inventory record, the accounts pay- 
able voucher, and the accounting 
entry. 


No CasH DISBURSEMENTS JOURNAL 


We do not maintain a cash dis- 
bursements journal. We do carry 
a check register in which is recorded 
only the check number and the num- 
ber assigned to the notice of remit- 
tance. There is no multiplicity 
of errors; complete information is 
available at all times. The same 
principle is followed through on 
all other items of original informa- 
tion—journals, requisitions, deliver- 
ies, labor tickets, and the like. 


ADVANTAGES SUMMARIZED 


Summarizing briefly the advan- 
tages which we feel we have accom- 
plished by these major changes: 


(a) Reduction by at least 50 per cent. of 
our accounting costs. 

(b) Complete elasticity in system. 

(c) Reduction of clerical errors to an ab- 
solute minimum. 

(d) Preparation of completed financial re- 
ports within five working days from 
the close of the month. (Certain 
types of information are not closed 
prior to the end of the month, but 
our monthly report includes all of 
the operations of the month, and our 
balance sheet and our profit and loss 
statements are available to the Direc- 
tors, normally, by the sixth of the 
month. ) 
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(e) Great ease in analyzing accounts. (Un- 
der the orthodox method of account- 
ing, in discussing our figures with our 
President, frequently the answer to a 
particular charge in or the content of 
an expense account was not memo- 
rized. To give a detail of this ac- 
count it then became necessary to go 
to the ledger, from the ledger to the 
voucher record, from the voucher rec- 
ord to the invoice, and sometimes 
back to the purchase order, to get a 


Investment Company Controllers 
Must Be Chosen by Election 


Some provisions that are of interest 
to controllers are included in the In- 
vestment Company Act of 1940. 

Section 32(b) is of particular inter- 
est. It reads: 

‘“(b) No registered management 
company or registered face-amount 
certificate company shall file with the 
Commission any financial statement in 
the preparation of which the controller 
or other principal accounting officer or 
employee of such company pattici- 
pated, unless such controller, officer or 
employee was selected, either by vote 
of the holders of such company’s vot- 
ing securities at the last annual meet- 
ing of such security holders, or by the 
board of directors of such company.” 

Section 31, headed ‘Accounts and 
Records,” is also of interest: Para- 
gtaphs (a), (b), and (c) of that sec- 
tion read: 

“SEC. 31. (a) Every registered in- 
vestment company, and every under- 
writer, broker, dealer, or investment 
adviser which is a majority-owned sub- 
sidiary of such a company, shall main- 
tain and preserve for such period or 
periods as the Commission may pre- 
scribe by rules and regulations, such 
accounts, books, and other documents 
as constitute the record forming the 
basis for financial statements required 
to be filed pursuant to section 30 of 
this title, and of the auditor's certifi- 
cates relating thereto. Every invest- 
ment adviser not a majority-owned sub- 
sidiary of, and every depositor of any 
registered investment company, and 
every principal underwriter for any 
registered investment company other 
than a closed-end company, shall main- 
tain and preserve for such period or 


complete story. The lapse of time 
might vary from fifteen minutes to a 
day, and when the information was 
finally presented some other problem 
had become of greater importance, and 
the value of this work was completely 
lost. Today, when any question arises 
in connection with the operations, it 
can be answered within five or ten 
seconds, with the complete original in. 
formation laid before the President 
for his perusal.) 


periods as the Commission shall pre- 
scribe by rules and regulations, such 
accounts, books, and other documents 
as are mecessary or appropriate to rec- 
ord such person’s transactions with 
such registered company. 

‘“(b) All accounts, books, and other 
records, required to be maintained and 
preserved by any person pursuant to 
subsection (a), shall be subject at any 
time and from time to time to such rea- 
sonable periodic, special, and other ex- 
aminations by the Commission, or any 
member or representative thereof, as 
the Commission may prescribe. Any 
such person shall furnish to the Com- 
mission, within such reasonable time 
as the Commission may prescribe, 
copies of or extracts from such rec- 
ords which may be prepared without 
undue effort, expense, or delay, as the 
Commission may by order require. 

“(c) The Commission may, in the 
public interest or for the protection of 
investors, issue rules and regulations 
providing for a reasonable degree of 
uniformity in the accounting policies 
and principles to be followed by regis 
tered investment companies in mait- 
taining their accounting records and i 
preparing financial statements required 
pursuant to this title.” 


Great Interest Shown In Coming 
Controllers’ Meeting 

Advance reservations for the Ninth 
Annual Meeting of The Controllers In 
stitute of America indicate that this 
meeting will be attended by a large 
number of controllers than any previous 
meeting. The program, in outline, i 
presented on page 317 of this issue 
The dates, September 23, 24, 25. 
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The Allocation of Pension Costs 





to Accounting Periods 


Because of the growing importance 
of pensions as an element in cost, at- 
tention has recently been directed to 
the question of the proportion which 
ech accounting period ought to bear 
as its equitable share of such costs. The 
question is especially likely to arise in 
the determination of reasonable costs 
of service by utilities under regulation. 
As accountants are well aware, the 
mere fact of the actual transfer of 
funds within a particular accounting 
petiod is not conclusive evidence that 
the entire amount thus transferred 
should be treated as a transaction of 
the period in which the transfer is 
consummated. The whole accounting 
theory and practice of accruals is noth- 
ing more than an attempt to assign 
«quitably to each accounting period in 
sequence of accounting periods its 
share in transactions which, as transac- 
tions, may be entirely completed be- 
fore, during, or after any of the pe- 
ids in the series. 

There is no rule of thumb, no fixed 
ot mathematical principle, to guide the 
«countant in apportioning equitably 
many kinds of accruals. As in so many 
ptoblems of the accounting art (and 
ither arts), the answer must depend 
wn informed and experienced judg- 
nent, although such judgment has crys- 
ullized with respect to certain types of 
«ctuals into fairly definite formulae 
vhich, used with proper caution, are a 
ufhciently safe guide. But there is still 
‘ considerable amount of confused 
thinking about pension accruals. 


PAYMENTS CHARGED AS EXPENSE 


When pensions are paid currently to 
uperannuated employees, the amount 
ofthe monthly or other periodic pay- 
tents has by common consent been 
tharged as an expense of the period in 
which the payment to the employee is 
mde, There appears to be no instance 
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of objection to such accounting either 
by an independent auditor or by a reg- 
ulatory body. It is when an attempt is 
made to level off the rising cost of cur- 
rently disbursed pensions through some 
type of funding that the question of 
accruals as charges against particular 
accounting periods begins to rouse dis- 
cussion. 

When any funded pension plan is 
inaugurated, the first difficulty met is 
always to provide adequate pensions 
for employees approaching retirement 
age for whom no fund, or only an en- 
tirely inadequate fund, can have been 
accumulated. The primary purpose for 
which all pensions are paid, i.e., to 
permit retirement without hardship of 
employees who by reason of infirmity 
due to age or other causes have become 
relatively inefficient, can obviously not 
be served unless retirement benefits are 
adequate. 

One way to provide adequate bene- 
fits for employees nearing retirement 
age at the adoption of a pension plan 
is simply to provide no guarantee fund 
for such employees in excess of that 


which may be built up for them be- 
tween the time of the adoption of a 
funded plan and their date of retire- 
ment, by the application of the same 
formula that is used for all employees. 
Such procedure establishes a gradual 
transition from an unfunded or un- 
guaranteed—and usually an unsystem- 
atic—pension policy to a wholly funded 
plan, and permits, in the case of em- 
ployees so near retirement age at the 
date of adoption of a funded plan that 
a fund sufficient to guarantee an ade- 
quate pension can not be accumulated, 
the payment to such employees of sup- 
plemental unguaranteed or “‘payroll” 
pensions in whatever amount circum- 
stances will permit. 





BENEFITS SHOULD APPROXIMATE 
HALF OF FINAL PAy 


Under the procedure just described, 
the total pension cost for a given ac- 
counting period will be the sum of the 
amounts paid into a pension fund, 
whether the fund be administered by a 
trustee or by an insurance company 





| 
| New York. 
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revision, in 1922. 





Mr. Hasbrouck, the author of this article, has had long ex- 
perience in the public utility field as an accountant and statis- 
tician, and with the Public Service Commission of the State of 


For several years, while acting as Chief of the Public Service 
Commission’s Division of Statistics and Accounts, he was a mem- 
ber of the Committee on Statistics and Accounts of Public 
Utilities of the National Association of Railway and Utilities 
Commissioners, and took an active part in the drafting by that | 
Committee of the Uniform Classification of Accounts for Elec- | 
trical and Gas Utilities, approved in 1921 and again, with some 


Since leaving the Commission he has been a member ahd for 
| five years was Chairman of the National Committee on Uniform | 

Classification of Accounts of the National Electric Light Asso- 

ciation, and is now a member and for several years was the | 
| Chairman of the similarly entitled Committee of the American | 
Gas Association. He is also the Chairman of a special committee | 
of the American Gas Association’s Accounting Section to study 
problems of Depreciation Accounting. 
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under some form of annuity contract, 
and the supplemental pensions paid 
currently directly by the employer to 
the pensioned employee without any 
form of guarantee fund. Under such 
conditions it is not likely that any ex- 
ception would be taken to the alloca- 
tion of pension costs in the manner set 
forth, although of course criticism 
might be directed to the amount of 
benefits provided and the cost of pro- 
viding them might be held to be ex- 
cessive. However, there is a long estab- 
lished convention, supported by ex- 
perience and the opinion of practically 
all students of pension systems, that 
if retirement benefits approximate half 
of final pay just prior to retirement 
they are probably neither inadequate 
nor excessive. 

It is when the attempt is made to 
provide full guaranteed pensions for 
all employees who retire after the in- 
itiation of a funded pension plan that 
the confusion arises about the proper 
allocation of pension costs to definite 
accounting periods. Most of this con- 
fusion is due to conflicting associations 
of ideas and the assumption of non- 
existent implications in certain phrases 
commonly used in discussions of funded 
pension plans. It is clear that at the 
inception of a funded pension plan 
very large initial payments into the 
fund must be made if from the outset 
it is going to include the principal 
amount actuarially necessary to guar- 
antee pension payments to those em- 
ployees who are at or near retirement 
age. This actuarial requirement was 
not long ago commonly referred to as 
the ‘‘accrued liability’ existing at the 
date of adoption of a funded pension 
plan. More recently it is spoken of 
rather more accurately as the amount 
necessary to guarantee the ‘‘past service 
benefit,” since a common—though not 
universal—method of determining re- 
tirement benefits is to make them pro- 
portionate to length of service. 

Of course the actuarial requirement 
to guarantee adequate pensions in the 
early years of a funded pension plan is 
not an “accrued liability’ in either a 
legal or an accounting sense. It was 
thus referred to for convenience in 
what might properly be called a figure 
of speech, but was misinterpreted so 
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frequently as implying an actual liabil- 
ity that the term “‘past service benefit” 
has come to be rather generally sub- 
stituted for it. Even this, however, has 
been misused as implying that pen- 
sions have a necessary and direct rela- 
tion to past service and hence that when 
a pension plan is adopted the cost of 
providing “‘past service benefits’ is 
somehow not a part of the current cost 
of operations but is a cost of the pe- 
riod before the funded plan was 
adopted. 

This confusion of thought arising 
from association with the words ‘“‘ac- 
crued liability” and ‘‘past service’ com- 
pletely disregards the fundamental na- 
ture of pension costs and the purpose 
of systematic funded pension plans. 


PENSION Not PAYMENT FOR SERVICE 


A pension is not essentially a pay- 
ment for service past or future, al- 
though agreement by an employer to 
guarantee pensions on a certain scale 
could enter into a contract of employ- 
ment. Neither are pensions properly 
regarded as charity or philanthropy. 
The primary purpose of pension plans 
is or should be to ensure the maximum 
efficiency in any enterprise by provid- 
ing a method for getting rid of su- 
perannuated or otherwise disabled 
employees at a minimum cost to the 
enterprise. It might be said that this 
primary purpose could be served by 
dropping inefficient employees without 
pensions; but, as a practical matter, 
this “hard-boiled” policy, even if it ap- 
pealed to management generally, as it 
certainly does not, would not work. 

The record is clear enough that in- 
efficient employees are kept in service 
by soft-hearted superintendents and 
foremen if there is no reasonable as- 
surance that they can be retired on a 
fair pension; and there is good evi- 
dence that the cost of such inefficiency 
is greater than the cost of reasonable 
pensions. Furthermore, even if a man- 
agement could insist on discharging 
without pension all employees as soon 
as they should become inefficient, the 
cold cash cost of such policy in un- 
favorable public relations would be for 
most enterprises too heavy to incur. 

Therefore, the real choice which 





management has before it is not be. 
tween securing efficiency by the ruth- 
less discharge of all superannuated and 
disabled employees, and the payment 
of some form of retirement benefits; 
but between the payment of retirement 
benefits in an unsystematic, partly con- 
cealed, form, and the payment on a 
definite funded plan that brings such 
costs out into the open, makes it pos- 
sible for them to be fairly weighed in 
relation to benefits, and allows them to 
be equitably apportioned to a sequence 
of accounting periods instead of mount. 
ing, as currently disbursed pensions 
have a tendency to do, until their bur. 
den becomes too great for the enter. 
ptise to bear. 


BENEFITS RELATED TO PAST SERVICE 


By far the most usual type of funded 
pension plan relates benefits to past 
service in the form of a fixed percent- 
age of pay as established at the date 
when the plan is adopted, or of aver. 
age pay during a specified number of 
years prior to that date, for each year 
of service prior to adoption of the 
funded plan. In recent plans, particu- 
larly, it is frequently the practice to 
provide for “‘past service benefits” only 
with reference to service after a stated 
attained age—30, 35, 40, are ages used 
in some such plans. This places the 
emphasis on provision for the older 
employees and also permits fuller re 
liance on the more liberal treatment ac- 
corded by the 1939 Federal pension 
plan to employees now in the olde 
age groups. 

However, there is practically always 
a provision, express or implied, that 
when any such formula results in a 
inadequate retirement benefit—as i 
may very well do in the case of em 
ployees hired at an advanced agt 
shortly before the adoption of the plat 
—the guaranteed pension may be sup 
plemented by current disbursements t0 
the extent deemed necessary in the cit 
cumstances of each individual cast 
Such a provision in itself negatives tht 
idea that pensions are compensatios 
for past service rather than a necessaf] 
cost of promoting efficiency, since ! 


recognizes that, even in a plan whi}, 


uses past service in its formula, lengt 
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of service is not the sole determinant 
of the amount of pension but that it 
may be necessary to supplement past 
service benefits in order to make the 
plan accomplish its primary purpose. 


GUARANTEE BUILT UP OVER TERM 
OF YEARS 


In plans of this type the ideal situa- 
tion, of course, is for the entire amount 
necessary to guarantee past service 
benefits to be paid at once into the 
pension fund, which can then be said 
to be fully insured. In very few cases, 
however, is this financially practicable. 
Generally, it is planned to build up the 
past service guarantee over a period of 
yeats. Such a funding period is of 
course an arbitrary one, but custom and 
convenience have fixed 20 years as the 
period most satisfactory, and by far the 
greatest number of plans of this type 
have adopted the 20-year funding pe- 
tiod for past service benefits. Of 
course there is no prohibition against 
completing the funding more rapidly 
if finances will permit. 

From an accounting point of view, 
the annual charge to pension costs for 
such a plan may comprise three ele- 
ments. The first consists of the pay- 
ments into the fund for “future serv- 
ice” benefits, i.e., a fixed percentage 
of pay for each employee participating 
in the plan during each 12-month pe- 
tiod beginning with the date of the 
adoption of the plan. 

The second is the annual amortiza- 
tion charge to complete in 20 years the 
funding of past service benefits. This 
may be worked out in any of several 
ways, but is usually determined by the 
use of annuity tables and an assumed 
minimum rate of earnings from the in- 
vestment of the fund. If in any year 
the amortization program is anticipated 
by substantial amounts, the excess over 
the regular annual amortization charge 
agreed upon is sometimes charged to 
Surplus rather than to current operat- 
ing expenses. However, the more log- 
ial accounting would be to set up such 
payments as a deferred charge, to be 
amortized through charges to opera- 
tions in subsequent accounting periods. 
Where such charges to Surplus have 
ben made, they carry no necessary im- 
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plication that the charges should have 
been made to a prior accounting pe- 
riod. Rather, the justification for the 
charge to Surplus is practical rather 
than logical. It is that large, irregular, 
and non-recurring items without regard 
to their nature should be entered in the 
Surplus account in order not to “‘dis- 
tort,” as the phrase goes, comparisons 
with income statements of other ac- 
counting periods. The best accounting 
theory today would not be likely to 
admit the validity of such a reason, but 
entries in the Surplus account on no 
better grounds are still frequently met 
in accounting practice. 

The third element in pension costs 
under such a plan is, of course, the 
supplemental current disbursements to 
employees for whom the funded plan 
does not provide a pension adequate to 
accomplish the purpose of the plan. 


LEGITIMATE CURRENT COST, 
CourT RULES 


In a recent case (Acker vs. Mac- 
Donald, et al., decided April 26, 1940, 
by the Supreme Court of the State of 
New York) it was contended by a 
minority stockholder of the Consoli- 
dated Oil Corporation that a pension 
plan adopted by a large majority of the 
shareholders was unjust to dissenting 
shareholders in diverting to the pro- 
vision of past service pension benefits, 
funds which should have been retained 
for the benefit of the shareholders. The 
argument was, in effect, that pension 
payments in proportion to past service 
were in reality a bonus for past service 
which the directors and majority stock- 
holders of the corporation had no right 
to force the minority stockholders into 
consenting to grant out of their share 
of profits. 

H. Walter Forster, president of 
Towers, Perrin, Forster & Crosby, Phil- 
adelphia, was a principal witness for 
the defense. Others were Mr. R. R. 
Reagh, actuary of the Civil Service Re- 
tirement and Disability Fund, covering 
Federal employees; Mr. F. B. Holmes, 
director of the New York State Em- 
ployees’ Retirement System; and Mr. 
R. L. Van Name, secretary of the Re- 
tirement System for Employees of the 
City of New York. All testified that 
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“past service” benefits, so called, are 
an essential part of any proper and 
adequate pension plan. The Court 
found for the defendants, and the fol- 
lowing excerpts from his opinion 
should be a complete answer to any 
argument that “past service’ costs are 
not a legitimate current cost of a sound 
pension plan. 


EXCERPTS FROM CouRT’S OPINION 


“Employees who have reached normal 
retirement age at or prior to the estab- 
lishment of a retirement allowance plan 
or who would reach normal retirement 
age within a few years thereafter can not 
accumulate an adequate retirement allow- 
ance by reference merely to service ren- 
dered after the establishment of the plan 
(sometimes called ‘future service’). 

“To enable such employees to retire 
upon an adequate retirement allowance, 
it is necessary and usual to supplement, 
at the expense of the employer, the allow- 
ance based upon future service. 

“Providing additional retirement allow- 
ance by reference to service rendered be- 
fore the establishment of the retirement 
allowance plan (sometimes called ‘past 
service’) is a reasonable and proper and 
customary provision to accomplish the 
systematic retirement of such employees. 

“The payment of retirement allowances 
measured by past service to those em- 
ployees at or above retirement age or too 
near retirement age to achieve an ade- 
quate allowance otherwise, is not an ad- 
ditional payment for services previously 
rendered, or a gratuity, but is a justified 
expenditure from the point of view of the 
corporation in that it removes superan- 
nuated employees, reduces payroll, im- 
proves the morale and efficiency of the 
younger employees remaining in the em- 
ploy, attracts better employees, and bene- 
fits the relations between the corporation 
and the public. 

“The provisions of the Retirement Al- 
lowance Plan with respect to past service 
are designed and reasonably calculated to 
produce adequate retirement allowances 


‘for such of the employees of the defend- 


ant corporation and its subsidiaries as 
will have reached normal retirement age 
at or prior to the establishment of the 
Plan, or would reach normal retirement 
age within a few years thereafter. 

“The estimated cost of such provisions 
to the defendant corporation is reasonable 
and necessary in view of the purposes to 
be accomplished thereby and the benefits 
resulting to the defendant corporation 
therefrom, and is within the financial 
means of the defendant corporation. 

“The Retirement Allowance Plan is de- 
signed and reasonably calculated to im- 
prove efficiency and morale by providing 





312 


a means for removing superannuated em- 
ployees, providing a measure of old age 
security for employees, improving the 
chances for promotion of younger em- 
ployees, and attracting high grade younger 
personnel as against competitors offering 
similar inducements. 

“The estimated cost to the defendant 
corporation of the Retirement Allowance 
Plan is reasonable and necessary in view 
of the purposes to be accomplished there- 
by and the benefits resulting to the de- 
fendant corporation therefrom, and is 
within the financial means of the defend- 
ant corporation.” 


DIFFERENT APPLICATION TO PUBLIC 
UTILITIES ? 


Among authorities whose duty it is 
to regulate public utility enterprises 
there has been some tendency, disturb- 
ing to those who believe that soundly 
conceived and financed pension plans 
are as desirable in industrial enterprises 
as sound accounting for depreciation or 
retirement losses, to disallow provision 
for past service benefits as a legitimate 
current cost of operation. For exam- 
ple, in a case involving gas rates of 
Rochester Gas and Electric Corpora- 
tion, decided by the New York Pub- 
lic Service Commission February 7, 
1940, the Commission opinion con- 
tains the following language: 


“Mr. Cohen shows in Exhibit 65 the 
total amounts charged by the company to 
the Rochester Manufactured Gas District 
in 1933 to 1938 inclusive, for payments 
of obligations assumed by the company 
for pensions of employees prior to Jan- 
uary 1, 1933. The payments for these 
pension costs for past services were com- 
pleted early in 1939. 

“It is quite obvious that these pension 
costs were incurred in connection with 
services rendered prior to the years in 
which the actual payments were made. 
Therefore, they should not be charged to 
operating expenses at all, but rather they 
should have been charged to surplus. 
Under no circumstances should the con- 
sumers of record in 1939 and subsequently 
thereto be forced to pay for pensions 
which were due in 1933 or 1934. Further- 
more, in any event, these past pension 
costs will not recur after January 1, 1949, 
and therefore the amount of $185,777 
should be deducted from operating ex- 
penses for the year 1938 in order to ar- 
rive at a fair estimate of the Company’s 
probable disbursements during the years 
in which the revised rate schedules will 
be in effect.” 
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MISLEADING DESCRIPTION OF 
CHARGES 


The language quoted illustrates the 
failure to comprehend the true nature 
of “past service’’ costs, although in this 
particular case the exclusion of past 
service charges properly made to oper- 
ations in 1938, from the estimate of 
expenses for 1940 and _ thereafter, 
would not understate current operating 
costs in 1940 because the company 
has fortunately been able to anticipate 
the funding of past service benefits and 
will need to make no further payments 
for that purpose after January 1, 1940. 
However, let us look at the misconcep- 
tions contained in the language above 
quoted from the Commission's opinion. 

The payments to amortize or fund 
the cost of past service benefits from 
1933 to 1938 inclusive are character- 
ized as ‘payments of obligations as- 
sumed by the company for pensions of 
employees prior to January 1, 1933.” 
This is a misleading description of the 
charges. They were not payments for 
pensions of employees prior to January 
1, 1933. They were payments into a 
fund created in anticipation of pen- 
sions that would have to be paid at 
various dates in the future. As in all 
funded pension plans, the payments 
were made to amortize or spread in 
variable amounts the cost of future 
pensions that if paid on a cash dis- 
bursement basis would become unbear- 
ably heavy.* The relation of the pay- 
ments to past service is not essential. A 
perfectly sound plan for financing pen- 
sion costs can be devised that disre- 
gards past service entirely. The point 
which is continually overlooked in dis- 
cussions of allocation of pension costs 


* The following table taken fsom an ad- 
dress by H. Walter Forster before the Ac- 
counting Section of the American Gas As- 
sociation at White Sulphur Springs, in 
April, 1940, on ‘Pension Financing,’’ shows 
in terms of percentage increases based on 
the actual experience of four gas and elec- 
tric companies how current disbursements 
for pensions inevitably mount: 


Ricst fulliyear ofeplan. . ......6..654 6es6-wa 
6th year of plan 

11th year of plan 
16th year of plan 
21st year of plan 
26th year of plan 


termined by the employer. 

Company Company Company Compan) 
Jo. 1 No. 2 No. 3 No.4 
100% 100% 100% 100% 
338 314 249 377 
378 754 350 960 

1,097 2,738 512 1,748 
2,098 8,478 883 2,999 
3,292 19,951 1,083 





is that pensions are not paid and are 
not an obligation until employees te- 
tire, that they do not “accrue” inevita- 
bly during the entire period of service, 
but that the cost of guaranteeing future 
pensions must be apportioned on some 
equitable but more or less arbitrary 
basis to consecutive series of account- 
ing periods after a pension plan is 
adopted, simply in order to overcome 
the actuarial certainty of steadily 
mounting pension costs on a current 
disbursement basis. If there could be 
an assurance that current disbursements 
to pensioners would remain at an ap. 
proximately level figure for an indefi- 
nite future, there would be no neces. 
sity for financing plans and there would 
be no criticism of the amount charged 
currently to a given accounting period, 
provided it were reasonably adequate 
for its purpose. 


PENSION SUPPLEMENTED BY ADE- 
QUATE CURRENT PAYMENTS 


For the same reason it is not ‘‘obvi- 
ous”; on the contrary, it is entirely 
incorrect, to say that charges to amor- 
tize past service benefits ‘“‘were in- 
curred in connection with service ren- 
dered prior to the years in which the 
actual payments were made.” Such 
charges were not incurred “in connec- 
tion with” any past service; they were 
incurred to permit the payment of rea- 
sonably adequate pensions to those 
employees who at the date of the adop- 
tion of the plan would not have sufh- 
cient time before retirement to be able 
through regular future payments by 
themselves and their employer to ac 
cumulate an adequate pension reserve. 
For convenience, the measure of ade: 
quacy was made proportionate to length 
of past service, but with the usual pro- 
viso that when the amount of pension 
so calculated should be less than the 
minimum living requirement for any 
individual, it would be supplemented 
by adequate current payments to be de 
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Since the charge for funding past 
service benefits is not a payment for 
past service, but simply a part of one 
convenient method of funding future 
pension costs, it of course does ,not 
follow that the past service funding 
charge in a conventional pension plan 
“should be made to Surplus’’ instead 
of to operating expense. The funding 
of past service benefits is, as the Court 
clearly and wisely held in the Consoli- 
dated Oil case above referred to, a 
“reasonable and necessary cost” of a 
sound pension plan. There is no good 
reason why any part of the normal and 
actual cost of such a plan should be 
charged to Surplus instead of to cur- 
rent operating expense, although a 
large payment in any year anticipating 
an amortization program might prop- 
etly be set up as a deferred charge. 


DUE TO SUPERSENSITIVE FEAR 


The attitude of regulatory bodies, as 
evidenced in the opinion quoted, has 
its origin in a supersensitive fear of 
being accused of permitting a regu- 
lated utility to ‘‘overcharge” the users 
of its service. Thus, the statement is 
made that “under no circumstances 
should the consumers of record in 
1939 or subsequent thereto be forced 
to pay for pensions which were due in 
1933 or 1934.” But of course the fact 
is that even on the rather tenuous the- 
ory that consumers pay in the rates for 
operating costs instead of for service, 
the consumers in 1939 would not be 
forced by the inclusion of a charge in 
the operating expenses of that year for 
the funding of past service pension 
benefits to pay “for pensions which 
were due in 1933 and 1934.” The 
consumer would not be paying in 1939 
for any pensions due in 1933 or 1934 
or any other past year, because such 
pensions would all have been paid for 
—must have been paid for under the 
terms of any group annuity contract— 
before disbursements to pensioners of 
1933 or 1934 began. What the past 
service benefit costs in 1939 represent 
isa funding or anticipation of actual 
pension disbursements that will be 
made thereafter. 

To sum up, a funded pension plan 
is essentially in the first place a device 
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for determining and forecasting with 
as much accuracy as actuarial science 
will permit, the cost of retiring em- 
ployees who become inefficient through 
age or infirmity. This cost in some 
form is inescapable. The funded pen- 
sion plan merely brings it out into the 
open. 

In the second place, such a plan is a 
device for equitably distributing over 
a sequence of accounting periods that 
cost which for practically every large 
enterprise, under existing conditions, 
will normally increase, if it is made 
only by current disbursements for pen- 
sions as they are granted, until it be- 
comes financially impossible to bear. 
“Future service’ and ‘“‘past service” 
costs have no significance in determin- 
ing the period to which a charge 
should be made. They are merely con- 
ventional terms for describing certain 
elements in one type of funding plan 
which has been found to give generally 
satisfactezy results; and the term “past 
service” carries no implication that the 
costs so described are costs that for 
proper accounting should have been 
charged to a period prior to the date 
of adoption of a funded pension plan. 
On the contrary, such period must 
have carried its share of superannu- 
ation costs, either in the form of un- 
funded “‘payroll’’ pensions or unrec- 
ognized “hidden” pensions in the 
form of compensation to inefficient 
employees. 

From the date of adoption of a 
funded pension plan, however, there is 
an effort to lessen the ultimate burden 
of current pension disbursements by 
anticipating it and leveling off the 
costs over a series of years sufficient to 
permit a gradual funding of future 
obligations. If the charge allocated to 
any given year is reasonably adequate 
to accomplish this purpose, it is prop- 
erly accounted for as a current operat- 
ing expense of that year. 


BANK CONTROLLERS TO 
MEET IN ST. LOUIS 

Plans have been practically com- 
pleted for the Sixteenth Annual Con- 
vention of the National Association of 
Bank Auditors and Comptrollers to be 
held in St. Louis at Hotel Statler on 
October 16, 17, 18, 19. 
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The first day and part of the second 
will be given over to registration of 
delegates and reports of officers. 

On Thursday afternoon, October 17, 
three addresses will be given: “Audi- 
tors’ and Comptrollers’ Reports as an 
Aid to Bank Management,” by Ben E. 
Young, vice-president, National Bank 
of Detroit; ‘Installment Loans—Audit 
and Control,” by George D. Grimm, 
auditor, National Shawmut Bank, Bos- 
ton; “Mortgage Loans—Audit and 
Control,” by C. L. Tewksbury, auditor, 
Fort Wayne National Bank. 

Sessions will reconvene on Friday 
afternoon with addresses as follows: 
“The Objectives of Bank Supervision,” 
by Vance L. Sailor, supervising exam- 
iner, Sixth Federal Deposit Insurance 
District; “Trust Audits and Controls,” 
by Francis A. Zara, assistant vice-presi- 
dent, City Bank Farmers Trust Com- 
pany, New York City; “Educating the 
Bank Auditor,” by John C. Shea, audi- 
tor Whitney National Bank, New Or- 
leans. 

Saturday forenoon will be devoted 
to unfinished business, and election 
and installation of national officers. A 
dinner will take place on Saturday 
night, October 19, with an address on 
“The Wage and Hour Law and Its Ef- 
fect on the Bank’s Earnings Statement,”’ 
by Leslie K. Curry, assistant vice-presi- 
dent, Mercantile-Commerce Bank & 
Trust Company, St. Louis. 


Articles in ‘Journal of the 
American Statistical Association” 

In the September, 1940, issue of 
the “Journal of the American Statistical 
Association” two articles are of inter- 
est to controllers: ‘Hourly Earnings 
and Unit Labor Cost in Manufactur- 
ing,” by Irving H. Siegel of National 
Bureau of Economic Research; and “A 
Measure of Purchasing Power Inflation 
and Deflation,’ by Murray Shields, 
economist, Irving Trust Company. In 
addition to other articles of general in- 
terest, about twenty-eight pages are de- 
voted to statistical news and notes. 

Mr. Shields is to address the Ninth 
Annual Meeting of The Controllers 
Institute of America on September 24, 
in a session which is to be devoted to 
a study of economic conditions abroad, 
and in the United States. 








There has been in very recent times 
increasing recognition of the desirabil- 
ity of closer cooperation between the 
controller and the public accountant. 
In the light of decisions of the Securi- 
ties and Exchange Commission and in 
the McKesson & Robbins case, the 
principle has gradually been evolved 
among leading controllers and account- 
ing firms that, in order to give more 
satisfactory service to clients, manage- 
ment, boards of directors and stock- 
holders, a satisfactory and more com- 
plete cooperation must be developed 
and maintained. 

To evolve any kind of a principle in 
such a problem is almost impossible 
because, in defining a relationship be- 
tween two individuals, personal factors 
inevitably find their way into the prob- 
lem. No definite rules can possibly 
be established under such circum- 
stances. Innumerable psychological fac- 
tors greatly complicate a definite analy- 
sis of the relationship. The appearance 
of such factors often makes the prob- 
lem individual and one which must, if 
a proper solution is sought, be consid- 
ered as entirely separate from any pro- 
cedure laid down as principle. This 
problem of the human factor greatly 
complicates our attack on any problem. 
It must be recognized. 

Since the advent of the Securities 
Exchange Act of 1933 and the Com- 
mission in 1934, there has been greater 
attention focused on accounting prob- 
lems of business. Individual stockhold- 
ers have come to understand and real- 
ize more fully just what accounting is 
all about. As a matter of fact, the 
Securities and Exchange Commission 
really gave the accounting profession 
a pat on the back. It more or less 
pointed out what its new job would 
be, and merely said in effect, “You go 
ahead and do it.” This attitude of the 


By Ralph T. Millet 


Commission, coupled with the wide- 
spread publicity given to the McKes- 
son & Robbins case, has developed in 
the layman an interested, but still some- 
what puzzled, attitude. The layman 
has begun to realize that accounting 
has a very definite service to perform 
to the public and to business. He is 
still not sure what this service is. 


Relations Between the Controller 


and the Public Accountant 
WINNING PAPER IN ESSAY CONTEST 





In order to attack this problem in a 
logical way it is thought advisable to 
consider the responsibilities of the ac- 
countant and the controller separately, 
and then to establish the basis for co- 
operation between them. Such an anal- 
ysis will not only give one a clearer 
basis for making a study of this nature 
but will, at the same time, give a 





ber. 





HIS paper is the second winner of a first prize in the essay 

contest conducted last spring by the Committee on Educa- 
tion, of The Controllers Institute of America. Two first prizes of 
$50 each were offered, one for the best paper by a graduate 
student, and one for the best paper by an undergraduate stu- 
dent. Mr. Ralph T. Millet, the author of this paper, was an un- 
dergraduate student at Massachusetts Institute of Technology, 
Department of Business and Engineering Administration. The 
other prize winner, Mr. Robert Irvine Dickey, whose paper was 
published in the June, 1940, issue of this magazine, was a 
graduate student at the University of Illinois. 

It is apparent that Mr. Millet has been a careful student in 
this field, and that he has noted carefully recent developments 
having a bearing on this subject. One thought advanced by him 
with which there may not be complete agreement is that a con- 
troller should have had public accounting experience. Many 
controllers will be in complete disagreement with this thought. 
There are hundreds of successful controllers who have never had 
public accounting experience. These are men who have grown 
up to their positions through long employment, or men whose 
preliminary training was in other fields, such as engineering. 

It must be noted that there is a well defined body of thought 
among controllers that too much emphasis is placed in many 
quarters on the accounting phase of their duties and responsi- 
bilities, and too little on the many other phases. Controllers do 
not care much to be known only as company accountants. The 
trend today is for them to become more and more a part of 
management. Their interpretative functions, their knowledge 
of economics, and of statistical presentations, is looming large 
among their functions. As a matter of fact much of the ac- 
counting work of a company is frequently performed by a chief 
accountant and others, working under the direction of the con- 
troller, just as the auditing work is done by a chief auditor and a 
large number of assistants, again under the direction of the 
controller and reporting to him. However, Mr. Millet in handling 
his subject was not called on to touch on that. 

Another essay contest will be conducted next fall and win- 
ter, announcement of which will be made in October or Novem- 





—THE EDITOR 
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clearer picture of the functions of these 
two all-important accounting officials. 

It is not the purpose of this paper 
to discuss specifically the functions of 
the controller. The Controller’s Insti- 
tute of America has made a very com- 
plete and precise study of this. Its 
summary of seventeen specific duties 
of the controller is familiar to anyone 
who has any connection with this as- 
pect of business organization. The 
points are recognized as almost stand- 
atd throughout the country. 

Studying the seventeen functions we 
see very definitely that in connection 
with these the controller has a very 
definite responsibility to many different 
classes of people. Primarily of course 
he is responsible to management. Of 
almost equal importance are his obli- 
gations to the Board of Directors. Re- 
ceiving greater and greater attention 
at present are the responsibilities which 
the controller has to stockholders. 
Then, finally, the controller has a 
rather limited moral obligation to the 
public. Because of the number of 
groups with whom the controller has 
connections, it seems inevitable that 
he would become a “yes man.” No 
doubt, some controllers have degener- 
ated to such a status. If however the 
controller is to fulfill his objective in 
the position he holds and make a defi- 
nite contribution to the social relation- 
ship of his company, he must not for- 
get these responsibilities. 


SHOULD HAVE BEEN PUBLIC 
ACCOUNTANT ? 


To fill a position involving so much 
responsibility a man is required who 
has a knowledge of all types of man- 
agement work and, at the same time, 
who has had training along public ac- 
counting lines. The public accountant 
background is important because of 
the necessity of internal auditing. The 
ability to look upon the various di- 
visions of the business with an ever- 
inquiring eye and, at the same time, 
make everyone feel comfortable and 
happy, is an ability which public ac- 
countants have and which a controller 
must have also. It seems that this is 
not an ability acquired by many men 
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who are trained in the broader aspects 
of management. To fulfill his respon- 
sibilities the controller must lend a 
professional accounting touch to man- 
agement’s viewpoint. 

There can be no doubt that the con- 
troller has very definite responsibili- 
ties to management. If accounting is 
to be a service to management the con- 
troller must organize and coordinate 
activities of an accounting nature so 
that the wishes of management along 
these lines are fulfilled. This is of 
primary importance. The responsibil- 
ity that the controller has over the ac- 
counting functions is very definite. 
Naturally, the “policeman” aspect of 
control must enter in too. The wield- 
ing of a big stick is not meant by this. 
Very definitely, much is lost by such 
methods. Problems of internal con- 
trol and audit must be faced squarely 
by the controller. It is his duty and 
not that of an outsider to watch over 
the internal functioning of the busi- 
ness. He must establish definite meth- 
ods of internal control and must check 
at frequent intervals to see that they 
are functioning properly. 

The controller has other responsibil- 
ities to management, but the two men- 
tioned above are most important and 
comprehensive. In order to carry out 
these responsibilities properly he must 
have exceptional ability. It is difficult 
to maintain effective internal control. 
Remarkable astuteness in personal re- 
lations is necessary. The controller 
must not defeat his purpose in the or- 
ganization by attempting to tell every- 
one how to run his part of the busi- 
ness. That is not proper internal 
control. By this it is not meant that 
the controller should be prevented 
from giving his opinion in regard to 
policy decisions. Because of the close 
connection that accounting has with 
nearly all policies cf the company it is 
essential that his viewpoint be consid- 
ered. 


CONTROLLER APPOINTED BY 
BOARD OF DIRECTORS 


There are widely divergent view- 
points as to the relationship of the con- 
troller to the Board of Directors, and 
his responsibilities to them. The more 
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progressive procedure in regard to ap- 
pointing the controller is to have this 
done by the Board of Directors. Under 
these circumstances it would seem log- 
ical that the Board members ‘would 
want the controller to report directly 
to them and be responsible to them in 
regard to matters of an accounting or 
internal auditing nature. When the 
directors appoint a controller they wish 
to have an officer in the company who 
will be in a supervisory position and, 
at the same time, carry out the account- 
ing functions. 

Possibly the more common proce- 
dure for the appointment of the con- 
troller is for him to be selected by the 
president. In this case probably his 
responsibilities to the Board would be 
somewhat different and not so direct. 
The relative merits of the position of 
the controller in the organization can 
not be argued here. It can only be 
shown how responsibilities will differ 
under different organizational setups. 

Regardless of to whom he is directly 
responsible, the controller can be of 
distinct service to the Board of Di- 
rectors. Recently directors have come 
to realize their liability in connection 
with the operation of their business. 
They are looking more and more to 
the controller for interpretation of per- 
tinent information, and place great 
trust in the controller’s ability to sur- 
vey management with a pleasant but 
scrutinous eye. 

From the viewpoint of stockholder 
relationships the controller is probably 
one of the most important executives. 
It is through him that much informa- 
tion, if not all, is transmitted to this 
group. It is the controller's duty to 
present the financial picture of the 
company. It is here that we see much 
misunderstanding in regard to the con- 
troller and public accountant. Prob- 
ably in the minds of many stockhold- 
ers very little distinction is made 
between these two men. Their sepa- 
rate accounting functions seem to be 
the same. The distinction between ex- 
ternal control and internal control is 
very much misunderstood. It is an un- 
fortunate situation but one which must 
be expected in large corporations with 
a large body of stockholders. How- 
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ever, whether they realize it or not the 
controller, if he is doing a good job, 
is of distinct service to them. 


CONTROLLER MEETING NEW 
RESPONSIBILITIES 


The extent to which the controller 
extends this relationship with the 
stockholder is, no doubt, limited by 
individuals over whom he has no juris- 
diction. Thus, his responsibilities in 
this connection are definitely curtailed. 
The Securities and Exchange Commis- 
sion has given impetus to the increas- 
ing of this relationship, however, by 
prescribing civil and criminal penal- 
ties for falsification of or failure to 
disclose pertinent information. The 
responsibility of presenting such infor- 
mation ultimately rests directly upon 
the controller. This requirement of the 
Securities and Exchange Commission 
is very definitely in line with its policy 
to give more accurate and complete in- 
formation to the stockholder. In this 
sphere the controller is meeting new 
responsibilities rapidly. 

Just what responsibilities the con- 
troller has to the general public it is 
difficult to determine. Different classes 
of the public will have varied interests 
in the organization. The creditor may 
have entirely different opinions of a 
company than those of a would-be in- 
vestor. The controller must meet these 
problems through the reports he pre- 
sents, and possibly interprets, to the 
general public. In certain special cases 
the controller may have very definite 
duties to perform. In general, how- 
ever, his responsibilities are along eth- 
ical lines which the controller must 
maintain. The Controllers Institute 
definitely promotes high ethical stand- 
ards in corporate accounting practice. 
It is to advantage that his responsibili- 
ties along these lines be maintained, 
for the public’s judgment and criticism 
is very rightly based on ethical stand- 
ards. 


RESPONSIBILITIES OF THE PUBLIC 
ACCOUNTANT 


Whereas the controller has definite 
responsibilities to management and the 
Board of Directors, the public account- 
ant finds himself faced with a vastly 





different situation. In some instances 
the accountant has a greater respon- 
sibility to management than to direc- 
tors. Often his responsibilities are 
much greater to the stockholder than 
to any other parties. The accountant’s 
obligations to the public far exceed 
those of the controller. Often the ac- 
countant is appointed for a specific 
duty, under which circumstances his 
responsibilities will be very limited. 
The responsibility of the accountant is 
defined, more or less, by the method 
by which he is elected. In general the 
Board of Directors selects the auditor. 
In some instances, however, stockhold- 
ers appoint the auditor. 

Recently, there has been much inter- 
esting discussion on the problem of 
who appoints the Public Accountant. 
Du Pont, at its recent stockholders’ 
meeting, was faced with this question. 
This outstanding and progressive man- 
agement has solved the problem clev- 
erly. Recently it appointed three 
directors of the company who have 
no active part in the management to 
select the independent public account- 
ant. Du Pont has felt this to be the 
wisest manner of solving the problem. 
In its recent annual report it was stated 
that the Board of Directors felt it was 
not feasible to have the stockholders 
select the auditor. There can be no 
question but that this opinion is rep- 
resentative of the feeling in this coun- 
try. 

This problem of who selects the au- 
ditor raises the question in the mind 
of the auditor, “Who is the client?” 
Subconsciously, no doubt, the account- 
ant will not limit his responsibility to 
the client. His responsibilities are 
naturally of a much broader nature. 
Even though an accountant is hired by 
the Board of Directors he must not 
consider their interests alone. His 
responsibilities to the stockholders and 
to the general public can not be for- 
gotten. His obligations are moral to 
all and legal to those who hired him. 
His moral obligations are just as im- 
portant as his legal connections. If 
the auditors and the accounting pro- 
fession as a whole are to enjoy good 
public opinion and maintain their pres- 
ent position of high standing, their 
responsibilities can not be shirked. 
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DEPEND ON MANAGEMENT FOR 
ACCURATE STATEMENTS 


To the stockholders the public ac- 
countant is very definitely responsible. 
He has the duty of certifying the finan- 
cial statements of the company. This 
certification of statements is often the 
basis on which the stockholders and 
the public as well form an opinion of 
the company. Responsibility in this 
connection is limited, however, be- 
cause under present-day auditing pro- 
cedures the public can not always be 
certain as to the truthfulness of the 
statements. As we shall see later, the 
stockholder must primarily depend on 
management for accurate statements. 
The psychological effect, however, of 
this certification of the financial state- 
ments is of great advantage. We real- 
ize, however, that the purpose of au- 
diting is more than just to get a 
favorable psychological effect. 

Of primary importance are the re- 
sponsibilities whicii the public account- 
ant has to management and the Board 
of Directors. In this connection ac- 
countants must analyze the adequacy 
of the system of internal control and 
try, if possible, to detect any evidence 
of fraud. To the Board he must pass 
judgment on the soundness of the 
accounting system used by the com- 
pany and see that generally accepted 
accounting principles are adhered to. 
Specifically, the accountant’s respon- 
sibilities are along these lines. More 
generally, however, he has greater re- 
sponsibilities in this sphere of activity. 
He has, for instance, a very definite 
obligation to report to the Board fear- 
lessly and honestly when asked to. He 
must not wink at errors in judgment 
on the part of management, which, 
whether or not they were, might well 
have been careless mistakes. Courage 
of one’s own convictions when pre- 
senting an opinion of this nature is 
essential to managerial work. 


Accounting has very justly been 


called a profession. Ethics is the out- 
ward and visible sign of the account- 
ing profession. The public accountant 
must realize that this sign to the public 
is most important and should always be 
considered by the accountant as he pert- 
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PROGRAM, NINTH ANNUAL MEETING 


Controllers Institute of America 


September 23, 24, 25, 1940. All Sessions at Waldorf Astoria Hotel, 
New York City 


MONDAY, SEPTEMBER 23, 1940 
9:30 A.M. Members’ Annual Business Meeting. 


10:00 A.M. General Session. Address, ‘Forecast- 
ing Under Normal and Present Con- 
ditions,” Mr. E. S. LaRose, controller, 
Bausch and Lomb Optical Company, 


Rochester. 


12:30 P.M. Luncheon: Address, ‘’Selling Across 
State Lines,’’ Mr. Cyrus B. King, Edi- 
tor of Publications, Prentice-Hall, 


Inc. 


2:00 P.M. General Session. Address, ‘“Changes 
in Federal Revenue Laws for 1940 
Affecting Corporations,’’ Mr. Max- 
well C. McDowell, Standard Oil Com- 
pany (New Jersey). 

The entire afternoon will be devoted 
to discussion of excess profits and 
other tax subjects. 


TUESDAY, SEPTEMBER 24, 1940 


8:00 A.M. Breakfast Conferences, Small In- 
formal Groups, on Various Subjects. 
10:00 A.M. General Session. Address, ‘Current 


and Prospective Foreign Economic De- 
velopments: Their Implications for 
American Business,’’ Dr. Gustav Stol- 
per, Austrian Economist, Lawyer, 
Publisher. Since 1933 Economic Ad- 
viser, in New York City, to leading 


This year’s assemblage of controllers 


2:15 P.M. 


7:00 P.M. 


European banks in Switzerland, Eng- 
land, France, Holland, and Scandi- 
navia. 

Address, ‘‘Domestic Economic Condi- 
tions: The Situation and Outlook,” 
Mr. Murray Shields, Economist, Irving 
Trust Company. 


Address, ‘‘Labor—The Bulwark of the 
System of Free Enterprise,’’ Mr. Mat- 
thew Woll, Vice-President of the 
American Federation of Labor. 
Address, ‘Some Observations on the 
Economic Situation,” Dr. Paul H. Ny- 
strom, Professor of Marketing, Co- 
lumbia University. 

Address, ‘““The Destiny of American 
Business,’ Mr. Roy W. Moore, presi- 
dent of Canada Dry Ginger Ale, Inc. 


Annual Dinner. Address, ‘“Manage- 
ment’s Secret Weapon,”’ Mr. William 
L. Batt, President of S K F Industries, 
Inc., Chairman Business Advisory 
Council, Deputy Commissioner Na- 
tional Defense Advisory Commission. 


WEDNESDAY, SEPTEMBER 25, 1940 


/ 10:00 A.M. 


management on matters of policy, and 


General Conference on War and Re- 
armament Problems of Controllers 
and Other Business Executives. This 
may be continued into the afternoon. 


8 and 10 o'clock. It is expected that 
this will constitute one of the most 








finds them faced by the most serious 
set of problems they have ever met, 
because of the effects of the rearma- 
ment program, and the European war. 
Every effort has been made by the 
Program Committee to provide a series 
of meetings, discussions, and addresses 
which will make available to control- 
lets information which will enable 
them to be of utmost service to their 


Managements. 

The program has the two-fold ob- 
jective (1) of giving inspirational en- 
couragement to controllers to take their 
proper places in advising and assisting 


(2) of putting the controller in pos- 
session of the latest facts affecting the 
entire economic, social, and political 
structure. 

No effort has been spared to make 
each session an outstanding affair, with 
each one contributing its separate but 
related part to the sum total of current 
information for the controller. 

A new feature of this year’s program 
will be a breakfast conference on Tues- 
day morning in which small, informal 
groups of controllers will discuss sub- 
jects of their own choosing, between 
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valuable features of the meeting. 

Mr. Thomas W. Dinlocker, of 
S K F Industries, Inc., is chairman of 
the committee in charge, which has 
been at work since last spring arrang- 
ing the program. The complete pro- 
gram, with reservation orders, has been 
sent to members of the Controllers In- 
stitute of America, and others. Ad- 
vance registrations indicate that attend- 
ance will be larger than at any previous 
meeting. The 1939 Annual Meeting 
was attended by more than 800 mem- 
bers and guests. 
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Office Management Conference 


of AMA October 24-26 


The American Management Association 
announces that its Office Management 
Conference for 1940 will take place in the 
Hotel Roosevelt in New York City on 
October 24-26. As a preliminary to pre- 
paring the program, 850 questionnaires 
were distributed, to which 104 replies 
were received. Suggestions as to topics 
which met with popular approval are: 

“Salaries—Policies and Methods”; “In- 
creasing Efficiency in Office Routines”; 
“Selection and Development of Office Per- 
sonnel”; ‘The Office Manager’s Job”; 
“Fundamental Planning in Office Manage- 
ment”; “Personnel Problems in the Of- 
fice’; “Office Equipment, Supplies, and 
Facilities”. 

“Job Evaluation” also was popular as a 
suggestion. 


A Utility Company Controller 
Writes on Depreciation 


“If now, for the sake of argument, we 
admit the proposition that management 
has the power to influence the accrual of 
depreciation, to accelerate or retard its oc- 
currence, in short, to exercise discretion 
in the matter, it follows that the whole 
philosophy of depreciation controlled by 
governmental authority, based as it is on 
an avowed intent not to interfere with 
powers of management, must be re-exam- 
ined. If our theory of government is to 
stand, which leaves to management the 
conduct of its business, and reserves to 
government the right to be informed of 
the way the business is conducted, with 
the power to correct abuses, then depre- 
ciation, in so far as it is properly shaped 
by management policy, must largely be 
left in the hands of management.” From 
an afticle on ‘“Depreciation—Science or 
Philosophy?” by Bernard S. Rodey, Jr., a 
member of The Controllers Institute of 
America, published in “Public Utilities 
Fortnightly,” and reprinted in the August, 
1940, issue of “Edison Electric Institute 
Bulletin.” He is associate controller of 
Consolidated Edison Company of New 
York. 


Record of Reorganization Proceedings 
in First Half of Year 


The Securities and Exchange Commis- 
sion announced on August 23 that 132 
companies with assets aggregating ap- 
proximately $871,400,000 (book value) an 








LIVELY INTEREST IN | 
ANNUAL MEETING 

Replies received to the Prelimi- 
nary announcement of the Ninth 
Annual Meeting of The Controllers 
Institute of Americe, which is to 
take place September 23-25 at the 
Waldorf-Astoria Hotel, New York 
City, indicate that attendance this 
year will surpass that of any previ- 
ous year. 

The reason is apparent. Busi- 
ness is rapidly being put on a war 
basis. This presents a series of seri- 
ous problems to the controller, who 
must make the necessary adjust- 
ments, and keep management in- 
formed as to the financial results 

| of proposed changes. 

The program of the Annual Meet- 
ing is exceptionally strong, and at- 
tractive. It was prepared under di- 
rection of Mr. Thomas W. Din- 
locker, of SKF Industries, Inc., of 

| Philadelphia, who is chairman of 
the Convention Committee. Visitors 
will be welcome. 











indebtedness totalling $446,400,000, were 
brought into reorganization proceedings 
under Chapter X of the Bankruptcy Act, 
as amended, (The Chandler Act), during 
the first six months of this year. Some- 
what more than $800,000,000 of the assets 
and $400,000,000 of the indebtedness were 
accounted for by the Associated Gas and 
Electric Company and its subsidiary, As- 
sociated Gas and Electric Corporation, 
which in January 1940 filed debtors’ peti- 
tions for reorganization under Chapter X. 

These figures compare with 159 com- 
panies, involving assets of $113,400,000 
and indebtedness of $81,600,000, which en- 
tered into reorganization proceedings dur- 
ing the last half of 1939, and with 242 
companies, having combined assets of 
$208,600,000 and indebtedness of $175,- 
200,000, for which petitions for reorgan- 
ization were filed during the first six 
months of 1939. 

The six-months’ data on corporate re- 
organizations under Chapter X of the 
Bankruptcy Act, as amended, are con- 
tained in an analysis prepared by the Re- 
organization Division and made public by 
the Commission. 


Personnel Matters Discussed in 
Two Enlightening Articles 


Two articles in the August number of 
“Executives Service Bulletin,” published 
by the Metropolitan Life Insurance Com- 
pany, have to do with personnel matters, 
Mr. Clifford S. Stilwell, executive vice- 
president, The Warner & Swasey Com- 
pany, Cleveland, believes that industry 
can in part provide a skilled-labor force 
adequate to man its machinery and equip- 
ment by: (1) training new men and (2) 
by further improving the skill of the 
trained-labor force already established, 
His article is entitled “Increasing Produc- 
tive Capacity Through Trained Person- 
nel.” 

Miss Ada White, personnel director, 
Continental Mills, Incorporated, Philadel- 
phia, describes in her article ‘A Personnel 
Program—American Plan,” the function 
of the department as the creating of and 
the maintaining of, between men and 
management, a policy of fairness and re- 
spect for one another that shall endure 
and grow through the years; that shall 
assure, insofar as possible, security for 
the employee and his family, and shall 
add to the continuing success of the or- 
ganization as a whole. The president of 
the company, Colonel Millard D. Brown, 
considers the human relations problem of 
such importance that he himself heads the 
personnel division. 

Also in this number, Vice-President 
G. C. Munoz of The American Pullman 
Company, Philadelphia, describes the ex- 
periences of his company in inaugurating 
a plan for taking a complete annual gen- 
eral inventory. 


The “National Auditgram” for Septem- 
ber, 1940, contains an interesting account 
of the Forum on Personality Problems 
which was led by Mr. C. W. Borton, as 
sistant vice-president, Irving Trust Com- 
pany, and a member of The Controllers 
Institute of America. It was held at the 
eighth annual eastern regional conference in 
Baltimore, Maryland, on April 19, 1940, 
and the gentlemen who participated in the 
discussion were: 

Mr. Richard Brower, auditor of the 
Bowery, Savings Bank of New York; M.. 
Stewart: Goldsmith, auditor of the Grace 
National Bank of New York; Mr. Clifford 
P. Ladd, comptroller of the Brooklyn Trust 
Company in New York; and Mr. James C. 
Torrey, auditor of the Philadelphia Ne 
tional Bank. Their remarks are published 
in this issue of the ‘National Auditgram.’ 
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Financial Statistics for 188 Operating 
Utility Companies 

The Securities and Exchange Commis- 
sion made public on August 16 a ten- 
year survey of financial statistics for 188 
operating electric and gas subsidiaries of 
registered public utility holding com- 
panies. The compilation was prepared 
by the Public Utilities Division and in- 
cludes only companies with assets of $5,- 
000,000 or more. The total assets of all 
these operating companies amounted to 
approximately $14,500,000,000 at Decem- 
ber 31, 1939. 

The study was requested by former 
Commissioner George C. Mathews be- 
cause of its bearing on the problem of 
depreciation. It originally was confined 
to those operating companies with pre- 
ferred stock dividend arrearages. Subse- 
quently, the study was expanded to in- 
clude all sizeable operating companies. 

The study is unique in that it presents 
in 206 pages a detailed financial picture 
for the ten-year period ended December 
31, 1939 for each of the 188 operating 
companies, furnishing in every instance 
all of the pertinent information contained 
in the earnings statements and balance 
sheets, together with additional valuable 
percentage computations and charts. 

Outstanding in the report are these 
three observations: There have been in- 
creases in revenues during the past sev- 
eral years, especially in 1939; a substan- 
tially greater coverage of fixed charges 
and preferred dividends has been shown 
over the last few years, particularly in 
1939; there have been changes in de- 
preciation policies over the last several 
years. This is indicated by the increase 
in depreciation charges to income and the 
increase in depreciation reserves. 

The survey presents an analysis of op- 
erating revenues, fixed charges, preferred 
and common stock dividends, capitaliza- 
tion outstanding, surplus, assets, fixed 
capital, depreciation charges and reserves, 
and preferred stock dividend arrearages. 
Percentage and ratio computations in- 
clude the coverage of fixed charges and 
preferred stock dividends, depreciation 
and maintenance to operating revenue, 
and depreciation charges and reserves to 
fixed capital. 

There is a chart for each company 
showing a graphic picture of income 
available for preferred stock dividends on 
two bases: first, giving effect to deprecia- 
tion charges as shown on the books; sec- 
ond, giving effect to depreciation charges 
as shown in income tax returns. 








Communications 





PROGRESS OF INSTITUTE 
SIMPLY AMAZING 


Dear Mr. Lindahl: 


The progress of The Institute is simply 
amazing, and I want to extend my hearti- 
est congratulations to you for the part 
you have had in the accomplishments of 
the current year. 

I expect to be in New York for the 
annual meeting and of course am looking 
forward to seeing you at that time. 


RODNEY S. DURKEE 


PLACING INSTITUTE IN PREFERRED 
POSITION 


To The Controllers Institute of America: 

The Committee that prepared “Statement 
of Controllers Institute on Excess Profits 
Tax Proposal,” presented to the Committee 
on Ways and Means of the House of Rep- 
resentatives at Hearing on the Proposed 
Excess Profits Tax Bill, August 14, 1940, 
are to be commended for their splendid 
report. 

They have prepared an excellent state- 
ment, particularly in view of the limited 
time available to them. 

It is this type of excellent cooperation 
which is placing The Controllers Institute 
in the preferred position which it enjoys. 


D. RICHARDSON, 
Monroe Calculating Machine 
Company, Inc. 


CONGRATULATES INSTITUTE 
ON ACCOMPLISHMENTS 


Dear Mr. Lindahl: 

The presentation of your “A Special 
Message” was exceedingly well done, and 
I extend to you my heartiest congratula- 
tions on the accomplishments that have 
been and are being done. 

There appears under your Proposed Ac- 
tivities a subject which because of its 
tremendous importance to industry must 
be carefully watched. I refer to item (4) 
“study of proposed excess profits tax 
measure, and of proposed amendments of 
Federal Revenue Act, with view to mak- 
ing representations to Congressional com- 
mittees and the Treasury Department if 
it is deemed necessary and advisable.” I 
may be wrong in my conjecture, but I 
think that it is necessary and advisable 
that The Institute carefully study the sub- 
ject of excess profits and be in a position 
to confer with Congressional committees 
when the opportunity presents itself. 





The presentation of the excess profits 
tax bill, of course, will depend to a great 
extent on the mass psychology of the 
American public, and if there should oc- 
cur abroad certain actions. which would 
appear to the American public as un- 
favorable, there is no question in my 
mind but that the excess profits tax bill 
would go through Congress very rapidly. 
While speed is fine, speed with lack of 
direction is not. 

The Institue should have a committee 
studying this important tax revision right 
now. Perhaps you already have such a 
committee in action, and, if so, I only say 
it as an encore. 


KENNETH E. ARMSTRONG 


EXPRESSES APPRECIATION TO 
CHAIRMAN 


To The Controllers Institute of America: 

I have just read with a great deal of 
interest your letter of August 21 and the 
“Statement of Controllers Institute on Ex- 
cess Profits Tax Proposal” which was pre- 
sented to the Committee on Ways and 
Means of the House of Representatives at 
hearing on the Proposed Excess Profits Tax 
Bill, August 14th. 

In my opinion the statement was excel- 
lently prepared, and particularly is this true 
when you take into consideration the short 
period of time the Committee had to work 
on their presentation. 

As a member of The Controllers Insti- 
tute, I wish to express my appreciation to 
Mr. F. G. Hamrick, chairman of the Com- 
mittee, for the splendid job which he and 
his associates did for our organization. 

J. W. Sr. Cram, 
Hajoca Corporation, Philadelphia 





INQUIRIES CONCERNING 
INSTITUTE INVITED 
The Controllers Institute of Amer- | 
ica is a technical, and in a sense a 
professional organization composed 
of more than 1,400 controllers of the 
larger corporations of the United | 
States. Membership is open to con- 
trollers, and to those performing the | 
duties of a controller as defined by 
The Institute, even though the appli- 
| cant may have some other title. In- 
quiries are invited. | 


| 
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Relations Between Controller and 
Public Accountant 


(Continued from page 316) 


petuates the principles of the account- 
ing profession. In this connection the 
ethics of the controller must be similar. 
They both can serve the public to good 
advantage. Neither is exempt from 
this common responsibility. 

To list all the different specific re- 
sponsibilities the accountant has would 
require a rather extensive report. In 
fact, very concentrated studies have 
been made along this line recently. 
The problem is approached from many 
different views, but they agree gen- 
erally on one very definite service 
which the accountant and the control- 
ler also can perform in fulfilling their 
many responsibilities. It is worth re- 
emphasizing here. 


Hopes FOR GREATER RECOGNITION 
OF ACCOUNTING 


Laymen usually associate with ac- 
counting two different viewpoints. 
There are those who view the work as 
a rather complicated science floating 
in a nebulous cloud of mysticism. 
These people think of accounting as 
something far beyond their compre- 
hension. There are also those who 
think of accounting as merely debits 
and credits, and reduce it to its very 
simplest form. Laymen of both view- 
points must be educated to understand 
the broader functions of accounting. 
They will then become interested in 
considering basic accounting principles 
in the light of their own businesses. 
If the accounting profession can pre- 
sent itself to society so that it can be 
a useful service and a tool to manage- 
ment, many advances could be made. 
A greater recognition of accounting 
would be a happy development. 

Such a discussion of the basic re- 
sponsibilities of the accountant can not 
help but give light to the rather elusive 
relationship between the controller and 
the public accountant. We realize im- 
mediately that the responsibilities along 
certain lines are very definitely the 
same. The interest of the public must 
be the joint interest of both parties. 
They can not forget that they have a 
common profession which they must 
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always consider when fulfilling com- 
mon objectives. 

In the light of these responsibilities 
of auditor and controller we see that, 
as a controller's responsibility is less- 
ened, to just that degree is the ac- 
countant’s responsibility to his client 
extended. This works in the opposite 
direction also. For very definitely the 
accountant will have lessened respon- 
sibility in carrying out his check on the 
company if the controller’s system of 
internal control is very ex’ensive. This 
subject of internal control, I feel, is 
worth a little more consideration than 
was originally given it in this report. 


ACCOUNTING Is CONTROLLING 
DEVICE 


It has been said that as business be- 
comes larger the duties of one individ- 
ual are beyond his ability to control, 
and accounting takes over. The pur- 
pose of accounting is to be the con- 
trolling device in the corporation. It 
has become no longer possible in the 
expanding company for an individual 
to be the watchdog. He must rely on 
accounting reports for this control. I 
have stated the controller’s responsibil- 
ity for adequate control devices. Fur- 
ther emphasis of his duties in this line 
are not necessary. It is essential, how- 
ever, that consideration of the scope 
of this internal check be considered. 

Basically, internal control falls into 
two separate categories—internal au- 
diting and internal check. The internal 
check can be accomplished by a clever 
accounting system in which ‘the work 
of each employee is counterchecked by 
the work of another employee” in such 
manner that each will think his work 
is independent, and he has no knowl- 
edge of the secondary check. Such a 
setup presupposes an organization 
which is rather large. Several depart- 
ments would be necessary for this ar- 
rangement. It is impossible under such 
a system of control for the public ac- 
countant to check every detail, and the 
expense of trying to do this would not 
be commensurate with the return. 


INTERNAL AUDITOR RESPONSIBLE 
TO CONTROLLER 


The internal auditing in a large com- 
pany is usually carried on by an em- 





ployee directly responsible to the con- 
troller. His work should be free from 
any entangling alliances, and he should 
feel free to move from place to place 
in order continually to check necessary 
items in order to assure effective con- 
trol. He, of course, should submit 
reports to the controller. 

If the external auditor of the com- 
pany makes a very complete analysis 
of the internal accounting control sys- 
tem and justifies to himself the ade- 
quacies of the internal accounting sys- 
tem, the scope of the auditing proce- 
dure may be limited somewhat. It is 
the responsibility of the accountant to 
assure adequate outside auditing, and 
although reliance is made on the in- 
ternal accounting report, he can not 
greatly limit his regular procedure. 

In this matter of internal control we 
find that there should be a rather close 
relationship with the controller by the 
accountant. Obviously it will be to the 
advantage of the controller and the 
auditor for the internal control system 
to be prepared in such manner that the 
public accountant can easily check it. 
The controller and accountant might 
well work together here to establish a 
more efficient controlling system. It 
would certainly be to the advantage of 
both parties. 

It should be realized in the matter 
of internal control that any internal 
auditing method of the controller 
really can not be substituted for the 
examination made by the public ac- 
countant. They do each other a marked 
service in this, but their relationship 
is not supplementary but complemen- 
tary to each other. The public ac- 
countant’s periodic examination can 
not possibly take the place of the con- 
tinual internal audit. This should be 
more clearly understood by manage- 
ment. The reports of the internal 
auditor can be of great help to the ac- 
countant in eliminating much of the 
routine checkup, but can not be ac- 
cepted in the last analysis. We realize 
then the necessity for a close coopera- 
tion between the public accountant and 
controller in this field of internal con- 
trol. 

Mr. V. H. Stempf, in his testimony, 
before the Securities and Exchange 
Commission at the McKesson & Rob- 
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bins hearing, as an expert witness, ex- 
pressed this in the following state- 
ment: “The essence of cooperation 
between the controller and the public 
accountant lies in the degree to which 
the controller marshalls the facts to as- 
sist the external auditor in his work.’’* 
There can be no question of how 
proper internal control aids this ‘‘mar- 
shalling of facts.” 


WHOSE BALANCE SHEET Is IT? 


The next point of cooperation be- 
tween the controller and the public 
accountant is with respect to the bal- 
ance sheet and operating statement. 
Here we see the major reports of the 
company under the surveillance of the 
two accounting officers. There has been 
considerable discussion recently as to 
just whose balance sheet it is. The 
American Institute of Accountants at 
its fifty-second annual meeting de- 
voted a round-table discussion to just 
this consideration. Such a discussion 
as was carried on at the annual meet- 
ing brought to light interesting com- 
ment on the responsibilities of the pub- 
lic accountant to the preparation of the 
balance sheet. 

There are widely diverging views 
on this, but it is more generally ac- 
cepted that management is responsible 
for the preparation of its financial 
statements. It is not the responsibil- 
ity of the public accountant. His posi- 
tion in connection with the controller 
is merely to certify as to the accuracy 
of the statement. The controller says, 
“Here is a picture of our business.” 
The public accountant says, ‘The pic- 
ture which Mr. X offers of his busi- 
ness, in my opinion, presents fairly its 
financial position.” Here we see the 
most important relationship between 
the controller and public accountant— 
that of presenting and certifying; not 
so much verifying, as that purports to 
mean a more complete check on the 
truthfulness of the statement than the 
public accountant can possibly give 
under the usual scope of auditing pro- 
cedure. 

In this connection, the Securities and 
Exchange Commission has very defi- 

* P. 169, Testimony of Expert Witnesses 


before Securities and Exchange Commis- 
sion—in McKesson & Robbins case. 
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nitely stated that ‘the fundamental and 
primary responsibility for the accuracy 
of information rests upon management. 
Accountants’ certifications are required 
not as a substitute for management's 
accounting of its stewardship, but as 
a check on that accounting.” 

This statement of the Securities and 
Exchange Commission leads us to an- 
other field of cooperation between the 
controller and public accountant. The 
controller of a company very naturally 
has the management’s viewpoints in 
regard to certain complications on 
which there might possibly be dis- 
agreement between the parties. The 
accountant naturally will have the more 
theoretical accounting viewpoints in 
regard to those complications. This is 
a point, I feel, where the public ac- 
countant and the controller can come 
closer together. Certainly, the public 
accountant will have a very fundamen- 
tal knowledge of sound accounting 
principles. He is in contact with the 
changing accounting policies and is in 
a position to give the controller valu- 
able help by presenting to him sugges- 
tions as to how the company’s account- 
ing system can be modernized. Cer- 
tainly, any accounting system should be 
in a transitory stage and be changed 
whenever necessary. If there is a close 
relationship between the two, they will 
be in a much better position to discuss 
such changes. 


YEAR ROUND SERVICE BY PUBLIC 
ACCOUNTANT 


Such a relationship presupposes, I 
feel, a very continual connection be- 
tween the public accountant and the 
controller. It is essential if the parties 
are to join hands in the solving of 
problems of accounting policies that 
the auditor’s relationship be not lim- 
ited to three or four weeks at the be- 
ginning of the new year, but instead 
be continuous the year round, with 
occasional meetings with the controller. 
In attempting this, many companies 
have succeeded. The auditor is ap- 
pointed at the beginning of the year 
and has access throughout the year 
to the records. 

It is beyond the scope of this paper 
to discuss specific functions of the pub- 
lic accountant in his auditing proce- 
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dure, and how each relates to the con- 
troller. Auditing faces into three 
definite channels: 

1. Check on internal control 

2. Check on inventories 

3. Check on receivables 

There are others, of course, but 
these are the most important. These 
have been touched upon enough, I 
believe, to define clearly what the re- 
lationship should be. 

In conclusion, let us be specific in 
outlining points where responsibilities 
merge and natural cooperation should 
be expected. 


1. A close cooperation in matters of 
internal control. This will make for more 
effective controlling systems and will al- 
low the public accountant to carry on the 
auditing more effectively. 

2. The financial reports can be a field 
of joint endeavor for the controller and 
independent public accountant. The pres- 
entation of the report is made by the 
controller. The certification of the re- 
port is made by the public accountant. 

3. The accounting policies and system 
of the company should be subject to con- 
tinual check both by the controller and 
the public accountant. A close relation- 
ship should exist between the officers in 
solving problems of an accounting nature. 


It is important to reemphasize the 
business relationship between these two 
individuals. I have stressed a close 
cooperation which will return great 
dividends to the company. It will fa- 
cilitate the functioning of the numer- 
ous responsibilities which the control- 
ler and public accountant have. The 
relationship which will develop, how- 
ever, can not be too close. We must 
remember that a close personal rela- 
tionship may lead to entangling alli- 
ances which are frowned upon by the 
Securities and Exchange Commission. 
The connection must be purely busi- 
nesslike in nature and can not extend 
too far along lines of personal interest. 

The recognition of this closer rela- 
tionship must inevitably come from the 
parties themselves. Even though the 
public accountant is appointed for the 
whole year, unless cooperation in these 
common fields is sought by both, they 
will not succeed in attaining the goal 
that is desired. Let us hope that such 
a business relationship and coopera- 
tion will be fostered by the parties 
concerned rather than by outside forces. 









It is perhaps natural that the Todd 
Company, whose business is the protec- 
tion and efficiency of check usage and 
the installation of disbursement  sys- 
tems, should exploit its specialized 
knowledge and devote more than usual 
attention to the handling and control 
of its own accounts. Motivated by this 
particular interest, we recently reor- 
ganized our disbursement procedure 
for all branch offices so as to require 
only two bank accounts for all offices 
instead of fifty-two, and at the same 
time to eliminate a considerable por- 
tion of bookkeeping detail. 

Before describing the actual opera- 
tion of the system, a few facts pertain- 
ing to the structure of the Todd Com- 
pany are in order. 

We own and operate, besides our 
main plant in Rochester, forty-five 
branch sales offices and seven branch 
imprinting plants, located to give sales 
coverage and service throughout the 
country. Our products fall into two 
main divisions—machines, and checks 
and printed supplies. Also, our opera- 
tions are so divided that Todd is in 
fact two companies: One a manufac- 
turing, and the other a sales corpora- 
tion. The sales personnel is largely on 
a commission basis and it has always 
been a policy of the company to pay 
commissions promptly upon acceptance 
of orders. 

Prior to the reorganization of our 
disbursement procedure, we main- 
tained separate bank accounts for each 
branch office from which the branch 
office managers paid both operating ex- 
penses and sales compensation direct. 
Detailed reports were sent to home of- 
fice weekly. The system was fairly 


Economy and Control in Branch 
Office Disbursement Procedure 


By L. S. Callaghan 


satisfactory, but while no fraud actu- 
ally occurred, we recognized that ma- 
nipulation of the accounts was possible 
if we made a mistake in judgment in 
selecting our branch managers. Fur- 
ther, it required a considerable book- 
keeping operation both at the branch 
and home office, while the fifty branch 
bank accounts necessitated earmarking 
a substantial amount of cash to pro- 
vide a reasonable handling margin for 
the banks in which the accounts were 
carried. The new system which we 
finally developed, utilizing two bank 
accounts, establishes effective control 
over branch office expenses and com- 
missions, and at the same time has re- 
duced both branch and home office 
bookkeeping costs. 


ONLY Two DeEposirs EACH WEEK 


For each of the two new accounts, 
one of which is the fund for general 
expenses and the other for payroll and 
commissions, we have predetermined 
the balances necessary to cover with- 
drawals and to enable the banks to 
handle the accounts at a profit. Every 
week when the branch office reports 
are received we make one deposit to 
each account to cover the total dis- 
bursements during the week. The 
weekly reports and the control of check 
issuance are the keys to the efficiency 
and safety of our procedure. 

Each of our branch offices is sup- 
plied with two different types of se- 
rially numbered voucher checks, the 
type for “expense” in triplicate form 
and the other for payroll in quad- 
tuplicate. Both are collated with one- 
time carbons and bound with a Blue- 





of America. 





A simple and economical method of controlling branch office 
disbursements is described here by Mr. L. S. Callaghan, controller 
of the Todd Company, of Rochester, New York. Mr. Callaghan 
is president of the Rochester Control of The Controllers Institute 





THE EDITOR 





322 


Streak snap-out binding margin. 

The payroll and commission voucher, 
which is detachable from the check it- 
self and is retained by the salesman, 
provides complete information as to 
computation of the commission paid. 
In issuing each commission check the 
branch office fills out the voucher in 
detail, setting forth in the twelve col- 
umns provided the zone office number, 
sales order number, name of customer, 
address, amount of order and the com- 
mission, together with deductions for 
Federal Old Age Benefit, State Unem- 
ployment Insurance and other purposes, 
with the last column setting forth the 
net commission, or the amount of the 
check itself. 


However, as our commission rates © 
are designed to reimburse salesmen for f 
travel costs made in connection with Ff 


the sales, and since these costs are de- 
ductible in computing Social Security 
taxes, a “travel expense’’ column is 
provided to substantiate these compu- 
tations. This is a convenience for the 


salesman and serves as a record for the F 


Auditing Department. Deductions for 


“other purposes” fall into eight dif- [ 
ferent categories, each of which is 
given a code number as indicated at f 


the top of the voucher form. Using 


one-time carbons and snap-out binders, [ 


all of this information is accurately re- 
produced on all copies. 
The original voucher and check, 


which incidentally is made up in the f 


standard ABC form for protection 


against alteration and convenience inf 
cashing, go to the salesman; the dupli- f 


cate becomes the zone office record ; the 
triplicate goes to the Commission De- 
partment at the home office for posting 
to the commission records; and the 


fourth is forwarded to our Auditing § 


Department for verifying with sales 
orders and with the disbursements of 
each zone office. 


(Continued on page 331) 
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Statement of Controllers Institute 





on Excess Profits Tax Proposal 


Presented to the Committee on Ways and Means of the House of Representatives, at Hearing on the 
Proposed Excess-Profits Tax Bill, August 14, 1940. 


The statement reproduced here was pre- 
pared by The Institute’s Committee on Co- 
operation with the Treasury Department, of 
which Mr. F. G. Hamrick, controller of 
American Smelting and Refining Company, 
is chairman. This committee has jurisdic- 
tion over the general subject of taxes. The 
presentation was made by Mr. Acer B. 
CHAPMAN, attorney, of New York City, part- 
ner of Mr. ELuswortu C. Atvorp, of Wash- 
ington, D.C. 

The Ways and Means Subcommittee’s re- 
port outlining the proposed Excess Profits 
Tax was not available in Washington until 


Friday, August 9, and did not reach The In- 


Saturday, August 10. Moreover, the Ways 
and Means Committee in its desire to speed 
the bill through Congress telegraphed The 
Institute that there was no assurance the 
hearings would continue beyond Monday, 
August 12, and, therefore, if The Institute’ s 
Committee wished to be heard it should be 
prepared to make an appearance on that 
date. 

It was necessary, therefore, to complete 
quickly in Washington as best the Commit- 
tee could in the time available, The Insti- 
tute’s memorandum. The presentation was 
finally made to the Ways and Means Com- 
mittee on August 14. 








stitutes Committee in New York City until 


The Controllers Institute of America appreciates this opportunity for the presentation of its views re- 
lating to the excess-profits tax law proposed by the Subcommittee of the Ways and Means Committee of 
the House of Representatives. The comments contained herein are based on a hurried review of the Sub- 
committee’s report, which was not available until Friday of last week. 

The members of The Institute in their capacity as accounting officials of all sizes and kinds of business 
enterprises all over the country have been closely associated with the workings of the 1917, 1918, and 1921 
excess-profits and war profits tax laws, and also of our income and other tax laws. These experiences have 
been drawn upon in making the suggestions which follow. 

At the outset, The Institute wishes to make it clear that it agrees the Government’s heavy expenditures 
for defense should be met in part through increased taxation and that corporations, especially those bene- 
fiting directly from defense expenditures, should be called upon to bear their just share of this additional 
burden. The Institute is also in sympathy with the announced policy of Congress of preventing excessive 
profits on business arising out of the defense program. 


Proposed Legislation Should Be Studied Carefully 

The subject of an excess-profits tax law is so important from the standpoint of the defense program 
and the well-being of the country that it should be carefully considered by Congress before enactment, 
even though this would mean some delay in its adoption. A hastily devised excess-profits tax is likely to 
result in very serious repercussions, financial, social and economic. Ample consideration is most essential 
in order to avoid the economic disturbances which resulted from the inequities in the old excess-profits tax 
laws and the difficulties experienced in the administration of these laws. 
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The Institute realizes that in order to speed up the defense program it is of paramount importance that 
there be enacted immediately a satisfactory provision for amortization of facilities constructed for produc- 
tion of defense material. However, it would not seem necessary to combine this provision with the excess- 
profits tax in one law. In the opinion of The Institute, the amortization provision should be adopted now 
and an excess-profits tax law should not be enacted until Congress has had sufficient time to make the care- 
ful study which this important legislation should have. 

In considering a workable excess-profits tax law under present conditions, the following changes in the 
situation since the last war should not be overlooked: 


Conditions Different Than Those in Former War 

In the first place, the corporation income tax rates in 1917, 1918 and 1921 were 6 per cent., 12 per cent. 
and 10 per cent., respectively. Under the Revenue Act of 1940, this tax is 20.9 per cent. In other words, 
more than one-fifth of corporate income is turned over to the Government through the federal income tax 
alone. During the last war corporations were not subject to unemployment and social security taxes, which 
they now have to pay. In addition, many of our states now impose heavy taxes on income. 

In the second place, the business situation today differs materially from that during the last war. Then, 
industry was operating at capacity. At present, unemployment is very large and few industries are operat- 
ing at a satisfactory level. Capital funds are idle because the investor is hesitant to assume business risks 
where only a small rate of return is indicated. We are convinced that a heavy excess-profits tax unless dis- 
criminately imposed would tend to reduce business activity, employment and investment. 


Modifications Suggested 

The Institute is in accord with the principle that the excess-profits tax shall be the lesser of (1) a tax 
computed on the excess of earnings over the average of the earnings for a representative prior period, or 
(2) a tax on earnings in excess of a fair return on Invested Capital. The Institute is not in accord, how- 
ever, with some important provisions of the Excess Profits Tax Bill as proposed, and it is of the firm con- 
viction that modifications are required in order to impose the excess-profits tax on a sound basis and with- 
out too great discrimination among taxpayers. 

The revisions and additions which the Institute recommends in the Subcommittee’s proposals are as 


follows: 


(1) For the purpose of the tax based on Invested Capital, a minimum exemption of 6 per cent. on 
the first $500,000 of Invested Capital and 4 per cent. on Invested Capital beyond that amount is seri- 
ously inadequate. An exemption of at least 8 per cent. should be allowed in order to allow a fair re- 


turn on Invested Capital. 


(2) For the purpose of the tax based on earnings in excess of those for a prior representative pe- 
riod, the taxpayer should be permitted, at his election, either to use any three of the four years 1936 


to 1939, inclusive, or to exclude loss years during the period. 


(3) An adequate relief provision in the form of special assessment should be incorporated in the 


law. 


(4) Foreign income and excess-profits taxes should be allowed as credits against the aggregate 


U. S. normal and excess-profits taxes and not against the normal tax alone. 


(5) Borrowed capital should be included in Invested Capital in full. 
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(6) Stocks of other domestic corporations should not be included among inadmissible assets if no 
dividends are received thereon during the taxable year or if the taxpayer elects to treat the dividends 
as income subject to excess-profits tax. 


(7) Consolidated returns should be allowed for both income and excess-profits tax purposes. 


(8) The deficiency of earnings (the excess of the excess-profits tax exemption over the earnings) 
should be applied for excess-profits tax purposes against earnings for subsequent years. 


(9) The losses for the first year or two after the emergency period should be applied against the 
earnings during the period the excess-profits tax is in effect. 


(10) Losses after the emergency period due to drop in value of inventory held at end of such pe- 
riod should be offset against income for the prior period. 


I—RATES OF EXEMPTION BASED ON INVESTED CAPITAL 


The Subcommittee proposes that in the computation of the tax based on Invested Capital, the minimum 
exemption allowed in addition to $5,000 shall be 6 per cent. on the first $500,000 of Invested Capital and 
4 per cent. on Invested Capital beyond that amount. 

This exemption is not sufficient to permit a fair return on Invested Capital. Surely, an expected return 
of only 4 per cent. or even 6 per cent. would be inadequate to justify risking capital in a business venture. 
Even the interest rate on much of corporate indebtedness today is more than 4 per cent. 

It is the opinion of The Institute that a corporation should be permitted at least an 8 per cent. return 
on its Invested Capital and The Institute recommends such a minimum exemption from the excess-profits 
tax. 

It is understood that under the Subcommittee’s proposals there would be exempt from excess-profits tax 
in case of new companies earnings of 10 per cent. on the first $500,000 of Invested Capital and 8 per cent. 
on the balance. There would seem to be no justification for making the exemption less in the case of old 
companies. 

It must be remembered that even on normal profits the corporation will be taxed at the rate of 20.9 per 
cent. as compared to the 6 per cent., 12 per cent., and 10 per cent. normal tax rates prevailing in 1917, 1918 
and 1921, respectively. In the opinion of The Institute, corporations not earning more than 8 per cent. on 
their Invested Capital should not be called upon to pay a tax of more than 20.9 per cent on such earnings. 
An additional tax on any part of such earnings at excess-profits tax rates of 25 per cent., 30 per cent., and 40 
per cent. is in conflict with the ability to pay principle, and further reduces the inadequate return on the 
corporation’s capital. 


II—1936-1939 EARNINGS 


It is assumed that the purpose of the Subcommittee in exempting earnings up to the average for the 
years 1936 to 1939, inclusive, was to free from excess-profits tax what might be considered normal earn- 
ings. 

In 1936 we were only emerging from a long depression, and for many industries earnings for the pe- 
tiod 1936 to 1939, inclusive, were on the average far below normal. This is especially true of the railroads, 
construction, aviation and heavy goods industries. As a matter of fact, many industries sustained losses 
during one or more of the years in this period. 

In order to offset in part inequities which might result from the use of this period, subnormal in case 
of many industries, The Institute urges that instead of adopting the average earnings for all the four years 
1936 to 1939 as a yardstick, the taxpayer be permitted, at his election, to use any three of these four years 
or to exclude loss years within this period. 
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III—SPeEcIAL ASSESSMENT 


In spite of the fact that the Subcommittee is proposing alternative tests for computing normal profits ex- 
empt from excess-profits tax, an adequate special assessment provision is necessary in order to assure equi- 
table treatment of corporations with abnormalities both in income for the 1936-1939 period, and in In- 
vested Capital. Since the special assessment provision is primarily for the purpose of taking care of the 
unanticipated cases, the form of relief should be made flexible and left to the discretion of the Commis- 


sioner. 


IV—CREDIT FOR FOREIGN INCOME AND EXCEss-PROFITS TAXES 


The Institute recommends that foreign income and excess-profits taxes shall be allowed as credits 
against the aggregate United States normal income and excess-profits taxes. Otherwise, some corporations 
might be called upon to pay in United States and foreign income and excess-profits taxes more than 100 
per cent. of their income. 

Where the Invested Capital method of computing the excess-profits credit is used, dividends from for- 
eign corporations are not, under the Subcommittee’s proposal, subject to excess-profits tax. There is no 
specific exemption of dividends from this tax, however, where the average earnings method is used. The 
same is true with respect to income from foreign branches. 

Therefore, we urge the allowance of a credit for foreign income and excess-profits taxes in those cases 
in which the foreign income is subjected to excess-profits tax here—as in the two cases mentioned above. 


V—BorRROWED CAPITAL 


The Institute urges that a corporation should be permitted to include borrowed capital in Invested 
Capital in full. There is no apparent justification for any limitation. 

In the cases of some corporations, a large part of their capital is obtained from bonds and other bor- 
rowed funds, while other corporations rely entirely or for the most part on stock issues. In the cases of 
many corporations, borrowing is not a matter of choice but is unavoidable due to their inability to sell ad- 
ditional shares. The inclusion of only part of borrowed capital in Invested Capital discriminates against 
the corporation which has to borrow. 

Although The Institute is of the opinion that there should be no limitation on the inclusion of bor- 
rowed capital, it is submitted that its inclusion should be optional with the corporation. To the extent bor- 
rowed capital is included in Invested Capital, the Subcommittee report quite appropriately provides that 
the interest on such borrowed capital will be added back to income for excess-profits tax purposes. Many 
corporations, especially the weaker ones, still pay more than 5 per cent. interest on their indebtedness. 
With the minimum 4 per cent. and 6 per cent. exemption on Invested Capital proposed by the Subcom- 
mittee, the corporation which is required to pay higher interest rates on its indebtedness may be penalized 
by the inclusion of borrowed capital in Invested Capital. Accordingly, unless the minimum rates of ex- 
emption proposed by the Subcommittee are increased as recommended in point I above, the inclusion of 
borrowed capital in Invested Capital should be made optional and not mandatory. Otherwise, the provi- 
sion which it is understood was intended to give relief to the corporation which must borrow may actually 
penalize such a corporation. 


VI—INADMISSIBLE ASSETS 


The purpose of the deduction for inadmissible assets in the old excess-profits tax laws was to eliminate 
Invested Capital to the extent it was used for assets, the income from which was not subject to excess- 
profits tax. However, it worked out inequitably in many cases because the Commissioner held that in com- 
puting the deduction for inadmissible assets, all the inadmissible assets must be deducted even those which 
yielded no income during the year. This resulted in a departure from the ability to pay principle in the 
(Please turn to page 328) 
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(Continued from page 326) 
cases of companies with a large part of their capital invested in stocks which did not yield any income dur- 
ing the year. 
It is recommended, therefore, that stocks of other domestic corporations should not be included among 
inadmissible assets if no dividends are received thereon during the taxable year or if the taxpayer elects to 
treat the dividends as income subject to excess-profits tax. 


VII—CoNSOLIDATED RETURNS 


The Institute is of the firm conviction that the determination of the normal and excess-profits taxes of 
an affiliated group of corporations can not properly or equitably be determined except on the consolidated 
return basis. 

The abolition (except in case of railroads) in 1934 of the provision for consolidated returns which had 
been in our revenue acts since 1918 (and for excess-profits tax purposes since 1917) was a retrogressive 
step. In 1939, the consolidated return privilege was restored to Pan-American trading corporations. The 
reason these two groups of corporations were excepted was that under the laws of the states or foreign 
countries in which they do business the maintenance of subsidiaries, instead of operating in the name of 
the parent company, is unavoidable. 

This is indeed a justifiable ground for permitting consolidated returns but The Institute wishes to em- 
phasize that nearly all of the subsidiary corporations in existence today are maintained because of either 
governmental or business requirements. Two obvious examples are public service companies which are 
compelled to operate through subsidiaries under various state laws, and American companies conducting a 
part of their business in foreign countries which find it impossible or almost impossible to comply with 
the governmental requirements of these countries except by maintaining separate subsidiaries for this busi- 
ness. 

Primarily as a result of the tax on intercompany dividends which became effective in 1936, many com- 
panies have integrated their business through the dissolution of their subsidiaries whenever it was prac- 
ticable to do so. The Institute believes that generally when the subsidiary has been retained its dissolution 
has been found impracticable either because of legal requirements or business necessity. 

A consolidated statement is not only ordinary business practice for a related group of corporations; it 
is regarded by business men, accountants, stock exchanges and the Securities and Exchange Commission as 
essential to the fair presentation of the financial position and earnings of a consolidated group. It is only 
logical that this should be the rule. A subsidiary is generally to all intents and purposes merely a branch 
of the parent company’s business and should be treated in the same manner as a separate department of a 
single company. The taxation of a group of related companies on a separate return basis has the effect of 
taxing intercompany profits and allowing intercompany losses which may never be realized, considering the 
business as a whole. 

The requirement for separate returns has complicated the preparation of income tax returns and has 
probably increased the amount of tax litigation. In addition, it has made the audit of income tax returns 
more cumbersome because more returns must be reviewed. It is impossible to forecast whether the use of 
consolidated returns rather than separate returns would reduce the aggregate yield of the normal and ex- 
cess-profits taxes. Under separate returns, some companies in the group would pay a lesser excess-profits 
tax by using the Invested Capital basis and others by using the average earnings basis. However, with con- 
solidated returns, the one basis would have to be used for the group as a whole, the true economic income 
of the affiliated group would be reflected, and the innumerable administrative complications arising out of 
the use of separate returns for such a group would be eliminated. 

Accordingly, The Institute recommends that consolidated returns be permitted for both income and ex- 
cess-profits tax purposes. 
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VIII—CarrY-OVER OF DEFICIENCY IN EARNINGS 


If a heavy excess-profits tax is to be imposed, its determination on an annual basis is clearly unjustifiable 
even if an adequate net loss carry-over were permitted. In one year, a corporation might have substantial 
earnings in excess of the excess-profits tax exemption, whereas in another year its earnings might be far be- 
low the exemption. To subject the earnings of the very profitable year to an onerous excess-profits tax 
without reduction by reason of the meagre earnings for the other year, is contrary to the ability to pay 
principle. To remedy this situation The Institute urges that the deficiency of income (the excess of the ex- 
cess-profits tax exemption over the income) be applied for excess-profits tax purposes against earnings for 
subsequent years. This principle was recognized by Congress in the determination of tax under the Vin- 
son-Trammell Act, with respect to aircraft. 


IX—LossEs AFTER EMERGENCY PERIOD 


Because of the stimulus to industrial production by the defense program and because of the war, it is 
probable that many industries will sustain losses in the period following, which will offset in a large meas- 
ure or completely the profits during the emergency period. This was our experience after the last war. 

If the earnings of the emergency period are subjected to an onerous excess-profits tax without regard 
to the losses which may follow, many corporations may be left with insufficient resources to withstand the 
ensuing losses. The ultimate result might be a flood of bankruptcies. 

It is recommended, therefore, that the losses for the first year or two after the emergency period be ap- 
plied against the earnings during the emergency period. Under the 1918 Act, the losses for 1919 could be 
offset against 1918 income. 


X—INVENTORY LossEs AFTER EMERGENCY PERIOD 

To meet the increased demand for many materials during the emergency period, many corporations will 
find it necessary to maintain larger than normal inventories. It may be that when this demand subsides 
after the emergency period, there will be a substantial drop in the prices at which these inventories can be 
sold. The resulting loss may to a large degree offset the profits earned during the emergency period. 

Accordingly, The Institute recommends that losses after the emergency period, due to drop in value of 
inventory held at the end of such period, be offset against income for the prior period. Similar relief was 
allowed under the 1918 Act. 

Respectfully submitted, 


CONTROLLERS INSTITUTE OF AMERICA. 





Statement to Finance Committee 
of United States Senate 


A statement somewhat similar to the foregoing was prepared by the Committee 
on Cooperation with the Treasury Department, of The Controllers Institute of 
America, and presented to the Finance Committee of the United States Senate 
on September 5, 1940, during the hearing which the Senate Committee conducted 
on a measure which differed in many important respects from the bill which was 
under consideration in the House of Representatives. 

Copies of the statement made to the Senate Committee were sent to members of 
The Institute. They are available to non-members of The Institute at a price of 10 
cents a copy. 
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Economy and Control in Branch Office 
(Continued from page 322) 
ABSOLUTE CONTROL OF CHECKS 


The checks themselves are written 
by Protectograph and signed with a 
hand-operated checksigner supplied 
with an officer’s signature, both of 
which are used for both types of checks 
issued in the branches. These meas- 
ures protect the checks against manipu- 
lation and are a part of the control. 
The signing machines, for example, 
are equipped with dual locks so that 
the signature plates are locked in the 
machines and no imprint can be se- 
cured unless authorized by the individ- 
uals who have the keys. As each signer 
is equipped with a _ non-resettable 
counter and each check issued to the 
branch office serially numbered in ad- 
vance, we have absolute control of the 
checks drawn. The signatures them- 
selves, using an intricate four-color 
background design, are exceedingly dif- 
ficult of successful reproduction, and 
by using one signature instead of fifty- 
two different ones for the branch of- 
fces, the banks’ responsibility in hon- 
ring our branch office checks is 
greatly limited. 

It should be mentioned here that in 
some instances there are special ar- 
fangements with salesmen under which 
they are paid from the home office 
rather than through the branch. In 
these cases the branch manager fills out 
the voucher portion of the check only 
and gives it to the salesman. The 
check itself is cancelled and forwarded 
to Rochester with the home office copy 
of the voucher. The salesman’s check 
is, of course, then issued direct by the 
home office with such modifications as 
the special arrangement in each case 
may dictate. These arrangements in- 
(ude advances by the company against 
drawing or commission without ex- 
pense to the zone office and salaries 
paid to men in training for special 
work during the period they are in 
the field for experience. 


THREE COPIES OF EXPENSE CHECKS 


The voucher checks for expenses are 
‘imilar to those for payrolls and com- 
missions. For expense items, only one 
py is required for the home office 
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and a triplicate form is used. The orig- 
inal goes to the payee, the duplicate 
remains at the zone office, and the trip- 
licate is forwarded to Rochester for 
home office records and audit. The 
voucher shows the date and amount of 
the old balance with the payee, the 
date of the bill, a memorandum of the 
items covered, the account number, 
credits and debits, and the balance. 
This, together with the payee reference 
on the check which shows the gross 
amount, discounts, and net amount, 
eliminates the need for a covering let- 
ter of transmittal, and this same infor- 
mation on the duplicate and triplicate 
form provides complete records for 
both the branch and home office. 

The checks are designed for window 
envelopes and this eliminates a sec- 
ond typing of payee name and ad- 
dress. To complete the branch office 
control, each office is required to send 
in weekly with the voucher copies a 
specially designed Disbursement Rec- 
ord. Listed on this record are all ex- 
penses, whether commission or gen- 
eral payment, but classified as to one 
or the other. All disbursements on the 
record are numbered to correspond 
with the number of the check issued 
and the bank account on which they 
have been drawn. 

On the left side of the Disburse- 
ment Record are the “Credits” to the 
various reserve accounts such as Social 
Security and Unemployment _Insur- 
ance, group hospitalization, drawing 
accounts, advances, and the like, all of 
which are deductions from gross com- 
missions. These columns apply only to 
commission payments from which such 
credits may be secured. 

In the center is recorded to whom 
the check was issued and for what pur- 
pose (sales order number, rent, insur- 
ance, office supplies, and the like, and 
the account number). On the ‘Debit’ 
or right hand side of the form are re- 
corded all disbursements charged 
against expense or commission ac- 
counts, with the latter broken down to 
classify commissions between machine, 
check and service items. If the dis- 
bursement also represents a charge 
against ‘Service Expense,” “Salary and 
Bonus” or “Drawing Account,” those 


(Please turn to page 333) 
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REVIEWS of Recent Business Publications 


THE NEW OUTLOOK IN BUSINESS, 
Edited by Bronson Bachelor. Harper & 
Brothers. $3.00. 

In this book twenty-one leading, progres- 
sive industrialists set forth what they think 
lies ahead for business, and what business 
men must do to adjust themselves to rap- 
idly changing economic and social concepts 
of management. Specific articles dealing 
with the Influence of Population Growth— 
Changes in Methods of Distribution—Cor- 
porate Social Responsibilities—Problems of 
Youth and Old Age—Management’s Ob- 
jectives—Job Security—Cooperation with 
Labor—Business Economics—Federal Reg- 
ulation—Taxation,—and Education, all tes- 
tify to a new outlook on business and the 
problems which have been forced upon 
business leadership by a changing social 
consciousness. 

These articles in varying methods of ap- 
proach express protest against the artificial 
separation of business from the balance of 
American life, which has been forced upon 
management by the political events of the 
past years. Although expressing the 
thought that a depression of ten years’ 
standing can not be ransomed by billions 
of dollars invested in governmental experi- 
mentation, their authors recognize that the 
case for government rests upon the propo- 
sition that control comes in response to a 
need for enforcement of social responsi- 
bility, and in raising the question of com- 
petence in our industrial leadership admit 
the necessity of adjustment to the era of 
change as a test thereof. 

The names of Robert Lund, Colby Ches- 
ter, Robert E. Wood, Lewis Brown, Paul 
G. Hoffman, James H. Hook, Walter D. 
Fuller, George Houston, and H. W. Pren- 
tis, Jr., who, among others, contribute to 
this volume, represent sufficient mental 
flexibility and industrial experience to meet 
the task of exploring these various prob- 
lems and forming the conclusions estab- 
lished. From their broad contacts and un- 
derstanding of industrial life they know 
that executives who guide the destinies of 
business corporations must shape their 
plans to meet these new contingencies, to 
wit: the transition of a nation in which 
the middle-aged and old people predomi- 
nate; the bewilderment of youth in search 
of a useful place in our economic life; the 
accountability of management to capital, la- 
bor and the government; the proper bal- 
ancing of these relationships on the prin- 
ciple that job security grows out of 
productivity and not out of laws; that 
socialization of our national life is in- 
compatible with American principles of 
government; that cooperation with labor 
is best achieved by team work on the part 
of government, employer, and employee; 
that successful business or industry can not 





for long ignore human nature and well- 
established social considerations; that the 
government's power to tax can well be- 
come the power to destroy; that our edu- 
cational life must revolve around the prin- 
ciple that man power, competent for 
leadership, depends on giving youth all 
the responsibility of which it is capable. 

This challenge to industry is well sum- 
marized in these words in the final chapter: 
“If industry does not itself condemn im- 
proper practices, if industry does not 
correct abuses by pointing the way to the 
establishment of ethical procedures, those 
who would change and destroy the Ameri- 
can system of private free enterprise will 
eventually attain their end. And if they 
do, representative political democracy, re- 
ligious liberty, and human freedom will 
disappear from the face of the Western 
earth.” 

The book is a thought-provoking expo- 
sition of the conflicts that harass business 
management in its endeavor to satisfy the 
many beneficiaries of its efforts. 

Reviewed by HENRY C. PERRY. 


GOVERNMENT AND ECONOMIC LIFE, 
VOLUME II, by Leverett S$. Lyons. Victor 
Abramson and Associates. Published by the 
Brookings Institution. 765 pages. $3.50. 

This is the second volume of a work 
devoted to an interpretation of American 
public policy in relation to our economic 
life. The first volume dealt with govern- 
mental regulation of private enterprise 
without distinctions as to the type of in- 
dustry. The work under review is de- 
veloped under two major headings, the 
first of which deals with a number of 
individual industries and the controls of 
industry on specific occasions, such as 
the N. R. A. The second part deals with 
direct production by the government and 
social legislation. 

The history of the government's for- 
eign policy is traced from the time this 
country was still under English control 
to the present time. The steps from the 
early American adherence to free trade, to 
high restriction (protective) tariff poli- 
cies, and finally the present “Hull reciproc- 
ity policy’’ are reviewed. The authors 
state in summarizing: “Fundamental is 
the error of imagining that a country 
with no tariff restrictions whatever, trad- 
ing freely with all nations, would be 
forced into universal unemployment, 
glutted with imports given to it without 
a corresponding return of exports. There 
must be domestic production to pay for 
an equal value of imports. The real 
problem is to employ the natural re- 
sources and the entire labor power in a 
manner that will produce the maximum 
amount of goods. Freely exchanging 
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these goods for others we prefer can not 
reduce the real income of the nation, but 
can only increase it.” It is further 
pointed out that the instability of our 
tariff policy is one of its worst features, 

Under ‘Public Utilities’ the develop. 
ment of the control of public utilities, 
first by municipalities and states and then 
by the government, is reviewed, as is also 
the “reproduction cost,” “prudent invest- 
ment” and “fair value’ methods for de. 
termining rates. The “yardstick’’ compe. 
tition of the Tennesee Valley Authority 
is also discussed. 

The development, regulation and con- 
trol of transportation, agriculture, bi- 
tuminous coal, petroleum and natural gas, 
and food and drugs industries are also 
reviewed exhaustively and discussed and 
the author’s conclusions stated. 

Chapters are devoted to the experi- 
ment under the National Recovery Ad- 
ministration. In concluding the discussion 
it was pointed out that ‘the National 
Labor Relations Act had its origin in 
part in the forces stimulated by the 
N. R. A., as did the Robinson-Patman 
and Miller-Tydings Acts. More ambi- 
tious proposals have included a revival in 
whole or in part of nearly all the major 
phases of the N. R. A. program. Many 
N. R. A. ideas are finding expression 
in the current investigation of the Tem 
porary National Economic Committee.’ 
Also, ‘‘more significant than these specific 
results, however, have been the lessons 
the N. R. A. has taught organized groups 
—both industry and 
the advantages of united action in press 
ing for the fulfillment of their partisan 
interests.” 

A chapter is devoted also to the new 
relationships of government to industry 
as a result of the world war and the te: 
cent and proposed controls by govern: 
ment in the present situation in mobiliz- 
ing industry and regulating profits in the 
event of an emergency. 

The second part of the work deals with 
Government as a producer of Final Goods 
and Services, Public Relief, and Social 
Security. 

The incentive for public production o 
services is indicated. It is shown how 
these services have been increased in the 
case of a village grown into a large city 
from 23 in 1824 to 306 in 1930. The 
increase in services and in expenditure by 


the state governments and federal govern) 


ment are reviewed also, as are some lf 
the reasons for the expansion of publith 


production, such as the shifting of ou! 
population from rural communities t 


cities and changing from agricultural tf 


non-agricultural pursuits. In conclusio® 


it is stated that “since public represent} 


labor—concerning } 
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tives decide upon the extension or con- 
traction of public services the public 
should be made aware not only of the 
benefits expected but of the size and dis- 
tribution of the accompanying burdens.” 
Also, “in view of the fact that in most 
cases the voters decide on particular ex- 
tensions of the public services with only 
the haziest notions of the relationship be- 
tween their individual burdens and bene- 
Sa it must be apparent that the 
will of the majority is no guarantee of 
the wisdom of the policies adopted.” 

In the chapter on Public Relief the 
evolution of the relief policy is traced. 
The details of the relief programs under 
direct relief and under work relief are 
outlined. The aspects of the various 
relief programs such as the W. P. A., 
P.W.A., C.C.C., N. Y.A., Federal Sur- 
plus Commodities Corporation, and so 
on, are reviewed and the individual pro- 
grams are explained. It is pointed out 
that the problem of relief presents itself 
as a continuing one. And further that, 
“traditional relations of local, state, and 
federal governments are involved in any 
programs for the public provision of 
livelihood; and the terms of such provi- 
sion affect the power and selfish interests 
of political ‘machines’ at the local, state, 
and federal levels. It is not, therefore, 
to be supposed, with due regard for the 
process of practical politics, that a more 
permanent pattern of policy is going to 
emerge in an atmosphere of ‘sweet rea- 
sonableness.. The subject is not one, 
however, which ought to be relegated 
to the political arena without carefully 
recanvassing the possibilities of a more 
satisfactory system of alleviating eco- 
nomic distress in ways which avoid the 
degrading pauperization of large num- 
bers of people, and without threat to 
democratic traditions.” 

The last of the chapters in the second 
part deals with Social Security. The 
chapter is developed by giving the back- 
ground of social insurance legislation, 
the formulating of a federal program, 
and an outline and discussion of the pro- 
gram of security for old age and for 
the security against unemployment. 

The work is concluded by observations 
telative to the development of direct 
governmental production which began at 
the very outset of our present govern- 
ment and which has more recently been 
enormously expanded and_ elaborated. 
The current issues are sharply focused 
and some questions are raised which pro- 
mote sober reflection “because of their 
effect on our present democracy.” 

This book is recommended for those 
who would obtain a clearer conception 
of the fundamental issues in our present 


| political and economic life and the back- 


ground which preceded the programs for 
expansion of governmental relationships 
to economic life in the country. 

Reviewed by Louis W. JAEGER. 
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Economy and Control in Branch Office 
(Continued from page 331) 
entries are made in the next three col- 
umns respectively. Finally, on the ex- 
treme right, space is provided for 
“Memo” entries covering travel ex- 

pense and net earnings. 

The triplicate copies of the checks 
and the Disbursement Records are 
carefully audited upon receipt in the 
home office, and if they are in order 
checks are drawn to reimburse both 
bank accounts for all money disbursed 
by all branches during the week. 

The Disbursement Records also act 
as our check registers. Frequent me- 
ter readings of the checksigners taken 
by home office executives as they con- 
tact the field office are verified with 
the registers after allowing for spoiled 
checks and cancellations. 

An unusual feature of the Commis- 
sion Account is that it is a joint ac- 
count of both the Todd Company and 
the Todd Sales Company. This is be- 
cause both corporations share in the 
payment of commissions and we felt it 
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preferable to have both appear on the 
check, although the same officer is au- 
thorized to sign for both, and only one 
impression of the signature plate is 
required. 

By adopting this voucher check pro- 
cedure we have been able to eliminate 
the necessity for commission §state- 
ments, a time consuming operation. 
Formerly this statement was made out 
in triplicate by the branch office book- 
keeper, with the original going to the 
salesman, the duplicate to Rochester 
for posting against the commission rec- 
ord, and the triplicate remaining in 
the branch office. The same results are 
now obtained from the voucher portion 
of the check which is retained by the 
salesman, serving also as his record of 
earnings. Necessary information for 
the Commission Department is sup- 
plied by the triplicate copy while the 
branch office copy is its permanent 
record. 

The elimination of the commission 
statement has relieved our branch office 

(Please turn to page 336) 
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Positive Disbursement Control 
Applied to Public Funds 


In October, 1938, an amendment 
to the Constitution of New York 
State was passed which requires the 
comptroller to approve in advance 
all disbursements of state and state- 
controlled funds. The procedure 
developed and adopted last fall to 
effectuate this amendment is the 
subject of a book, ‘Positive Dis- 
bursement Control Applied To Pub- 
lic Funds,” prepared by The Todd 
Company, of Rochester, New York. 

In the foreword President Walter 
Todd states: ‘‘Putting that mandate 
(the Constitutional Amendment) 
into effect imposed upon the office 
of the comptroller of the state a 
complex task of great magnitude. It 
has been well done. The solution 
of its many problems is testimony to 
the devotion and the extraordinary 
energy of the Comptroller and of his 
very able associate executives. 

“The achievement here recorded 
also testifies to the resourcefulness 
of enterprise. These servants of the 
state availed themselves of private, 
professional, and business talents and 
experience, that the people of the 
state might reap the benefits which 
were contemplated. The Todd Com- 
pany takes pride in having contrib- 
uted to the research in planning nec- 
essary to evolve a practical and eff- 
cient procedure. 

“This analysis of a business-like 
Operation in state government has 
been prepared and published with 
the assistance of the executives of 
the comptroller’s office. We hope 
it may be of interest and of practical 
value to others, both in government 
and industry.” 

That the task was complex is at- 
tested to by the volume and variety 
of items included in the state’s $400,- 
000,000 annual disbursements. They 
include at least 800,000 general ex- 
pense payments for 21 departments, 
and several hundred agencies; a pay- 
roll of 60,000 employees to be met 
24 times a year; social welfare dis- 
tributions to 2,650,000 individuals; 


more than 1,000,000 unemployment 
benefit claims, $200,000,000 in state 
aid for education, health, highways 
and public welfare, all aside from 
the control of 400 special funds out- 
side the State Treasury. Each ex- 
penditure, large or small, must have 
the comptroller’s approval before 
payment is made. In addition, each 
payment must be made promptly and 
as economically as possible. 

The major factors contributing to 
an efficient system, according to the 
study, are 1) efficient organization of 
the Department of Audit and Con- 
trol with definite lines of authority 
and clear definition of duties; 2) 
uniformity of procedure for han- 
dling all types of expenditures and 
standardization of the forms utilized ; 
and 3) use of machine equipment 
wherever it would contribute to 
economy, speed or safety. 

The book relates in detail the pro- 
cedure in handling maintenance and 
operating expenses for state institu- 
tions in the Division of Audit and 
Accounts under its three bureaus, 
Office Audit, Field Audit, and Ac- 
counts. The first control as cited is 
the “line item” budget with which 
every disbursement must conform; 
then each step is traced covering pur- 
chase audits, vouchers and checks 
and pointing to the controls estab- 
lished, the types ot forms adopted, 
and the machine equipment utilized. 
It then shows how these same prin- 
ciples have been adapted to each of 
the classifications of expenditure and 
analyzes the mecessary variations. 

For example, checks covering all 
expenditures except payroll and un- 
employment insurance benefits are 
prepared in the Bureau of Accounts, 
where machines are used for writing, 
signing, and controlling the issuance 
of checks. While the same system is 
adequate for both payroll and un- 
employment insurance, the comp- 
troller has set up special units to 
handle these expenditures. 
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The Controller, September, 1940 
NEW MEMBERS ELECTED 


At a meeting of the Executive Commit- 
tee of The Controllers Institute of America, 
held August 28, 1940, the applicants 
named below were elected to active mem- 
bership in The Institute: 


LisLE W. ADKINS 
Robertshaw Thermostat Company, Mont- 
clair, New Jersey. 

JoHN D. ANDERSEN 
Marshall Field & Company, Chicago. 

R. A. ANDERSON 
Anglo-Chilean Nitrate Corporation, New 
York City. 

WALTER A. BARNHART 
The Cuno Engineering Corporation, 
Meriden, Connecticut. 

Harry L. CAMP 
The Borden Company, New York City. 

§. CHAPLIN Davis 
The Baltimore Salesbook Company, Bal- 
timore. 

PauL G. DRESCHER 
Associated Hospital 
York, New York City. 

M. A. FERRIS, JR. 
Merchants Terminal Corporation, Balti- 
more. 

J. B. GILBERT 
Sonoco Products Company, Hartsville, 
South Carolina. 

ALVIN K. KETTERING 
The A. S. Kreider Shoe Company, Ann- 
ville, Pennsylvania. 

LESTER L. KINSEY 
The M. O’Neil Company, Akron, Ohio. 

MAURICE T. LINDQUIST 
Kroger Grocery & Baking Company, Cin- 
cinnati. 

CHARLES B. LUNSFORD 
The Equitable Life Assurance Society of 
the United States, New York City. 

» GEORGE C. MATHEWS 
Northern States Power Company, Min- 
neapolis, Minnesota. 

RALPH W. MILLER 
University of Cincinnati, Cincinnati. 

Victor J. OLEARO 
American Type Founders, Incorporated, 
Elizabeth, New Jersey. 

WILFRED REETZ 
Stewart-Warner Corporation, Chicago. 

F. EARL REUWER 
Baltimore. 

JAMEs E. ROANTREE 
Anheuser-Busch, Inc., St. Louis. 

RoBert A. SEIDEL 
W. T. Grant Company, New York City. 

| NELSON O. SCoURFIELD 
Harris-Seybold-Potter Company—Seybold 
Division, Dayton, Ohio. 

DANIEL M. SHEEHAN 
Monsanto Chemical Company, St. Louis. 

JosEpH H. SHIELDS 
The Cudahy Packing Company, Chicago. 

Amos A. SHIFTY 
United Wallpaper Factories, Inc., Chi- 
cago. 

RoBert C. SMITH 
Merchants National Bank, Indianapolis. 


Service of New 


ERLIND H. THORSTEINSON 
Montgomery Ward & Company, Chicago. 
BERT V. TORNBORGH 
Harmon Organization, Inc., New York 
City. 
NorMAN L. WITT 
The Angostura-Wuppermann 
tion, New York City. 


AuGUST H. WoBBE 
American Car & Foundry Company, New 
York City. 

CHARLES H. YARDLEY 
The Penn Mutual Life Insurance Com- 
pany, Philadelphia. 


Corpora- 


JOHN H. YontTs 
Union Finance Company, Kansas City, 
Missouri. 





INSTITUTE MEMBERSHIP 


Election of the applicants 
named above brings the total 
membership of The Control- 
lers Institute of America to 


1401 











JOSEPH HARPER STOPFORD 


Mr. Joseph Harper Stopford, of Nutley, 
New Jersey, who was controller of George 
La Monte & Son, died at his home on 
August 10. Mr. Stopford had been asso- 
ciated with George La Monte & Son for 
twelve years. Prior to this connection he 
conducted a private accounting business 
in Houston, Texas, and earlier was an 
auditor of the Central Leather Company. 
Mr. Stopford became a member of the 
Controllers Institute of America on Decem- 
ber 30, 1937, his membership certificate 
being number 1,068. 


LLOYD BERTSCHI 


Mr. Lloyd Bertschi, controller of Gregg 
Publishing Company, died on June 6, at 
the Harkness Pavilion of the Medical 
Center, New York City, after several 
months’ illness following an attack of 
pneumonia. He had been a member of 
The Controllers Institute of America 
since April 25, 1938, his certificate of 
membership being number 1,186. 

Mr. Bertschi was a native of Hancock 
County, Illinois, and was educated at 
Carthage College, Carthage, Illinois, and 
Gem City Business College, Quincy, II- 
linois. 

Mr. Bertschi became affiliated ‘with 
the Gregg Publishing Company as man- 
ager of its Boston office in March, 1924. 
In 1927, Dr. Gregg promoted him to the 
position of assistant general sales man- 
ager, which transferred him to the main 
office in New York. In May, 1934, Mr. 
Bertschi was appointed controller of the 


company and held that position until his 
death. 

He was eminently fitted for the con- 
trollership as his keen and analytical 
mind enabled him quickly to grasp and 
interpret the significance of figures and 
statistics as they pertained to financial 
records. He was largely responsible for 
the accounting and control system that 
is the standardized procedure throughout 
the company. 

Mr. Bertschi was the co-author of 
“General Business Science,” a junior high 
school text on the fundamentals of busi- 
ness knowledge. He was also the author 
of a number of articles in “Business Edu- 
cation World’ on bookkeeping and ac- 
counting procedures and business fun- 
damentals. 


PERIS A. BRETT 


Mr. Peris A. Brett, a member of The 
Controllers Institute of America since 
March 31, 1937, died in October, 1939. At 
the time of his death ke was controller of 
the American Hoist & Derrick Company, 
of St. Paul, Minnesota. Mr. Brett's cer- 
tificate of membership in The Institute was 
number 907 and he was a member of the 
Twin Cities Control. 


PERSONAL NOTE 


Mr. George C. Claghorn, a member of 
The Controllers Institute of America, has 
been appointed controller of the Allied Re- 
lief Fund, New York City. 


Combined Legal, Accounting and 
Controllership Experience 

My fifteen years of corporate accounting 
and legal experience have fitted me to act 
as assistant or adviser to a busy control- 
ler, particularly during this national de- 
fense period of expansion. I have had ex- 
perience in freight rate, shipping and 
transportation problems before the Inter- 
state Commerce Commission, in the settle- 
ment of Federal and State income and other 
taxes in the oil and gas, lumber, railroad, 
public utility, investment and other fields; 
have worked on and handled many matters 
arising under the Federal Securities, Hold- 
ing Company, Federal Trade, Social Se- 
curity, Wage and Hours Acts, and various 
other regulatory statutes, including the 
preparation of registration statements filled 
with the Securities and Exchange Commis- 
sion, and from actual experience know the 
practice before most federal departments, 
bureaus, and commissions. Not only have 
I had to handle and pass upon many cor- 
porate accounting problems, particularly in 
connection with taxation, but I have had to 
work out the legal questions involved in 
corporate organization, including the draft- 
ing and interpretation of indentures, res- 
olutions, reports to stockholders, proxy 
notices, and the like. Available because 
of management changes, I am old enough 
to have good judgment and young enough 
to be adaptable and flexible. Box 352, 
“The Controller.” 














Kansas City Control Plans 
Season’s First Meeting 
The Kansas City Control announces 
that it will open its fall season with an 
address by the president and owner of 
the Kansas City Journal, Mr. Orville S. 
McPherson, on ‘National Defense and 
Conscription.” 
the Control, Mr. J. L. 


this program. 


Batchler, 


arranged 


Control’s Directors 
Meet 


Milwaukee 


Directors and officers of the Milwaukee 
Control held a meeting on August 1 with 
President R. C. Zimmerman presiding. A 
revised program of subjects and speakers 
for the monthly meetings of the 1940- 
1941 season was discussed. Mr. Richard E. 
Vogt invited the directors to hold their 
next meeting in the Pine Room, the Bos- 
ton Store’s new air-conditioned restaurant. 
They accepted his invitation and the next 
Directors’ meeting, for final adoption of 
the 1940-1941 program was held on Au- 
gust 22. 

Special Meeting 
of Philadelphia Control 


A special meeting of the Philadelphia Con- 
trol was called by President Thomas W. Din- 
locker for July 9, and at his invitation was 
held at the Huntingdon Valley Country Club. 
Preliminary to the business meeting sev- 
eral members participated in 4 most en- 
jovable round of golf. Dinner was served 
in the men’s grill of the club and was fol- 
lowed by the business meeting. President 
Dinlocker stated that the purposes of this 
special meeting were to organize the work, 
to project preliminary plans for the en- 
suing fiscal year of the Control, and to 
assist the directors, officers, and committee 
chairmen in the formulation of programs 
for the meetings to begin in October. 

By unanimous consent it was decided 
that the monthly meetings would be held on 
the first Thursday of each month (second 
Thursday in January, 1941). Mr. Mark Z. 
McGill, chairman of the Program Commit- 
tee, stated that he had corresponded with 
the secretaries of the other Controls, and 
at the meeting outlined the nature of their 
replies with respect to the types of programs 
which had proved to be most interesting. 
During the general discussion it was de- 
cided that broad educational subjects would 
be most interesting to the general member- 
ship, and that during the next four meet- 
ings the subjects of invited speakers should 
be limited to this type. The consensus was 
that discussion of technical subjects should 
be confined to luncheon meetings rather 
than to meetings of the entire group. 

At the suggestion of the chairman of the 
Membership Committee, plans were made 
to have a list of prospective members sent 
to the entire membership of the Control for 
the purpose of developing personal con- 
tacts that may result in applications for 
membership from these prospects. 


The retiring president of 


Committee of San Francisco 
Control 


The president of the San Francisco Con- 
trol, Mr. T. Gartrell, General Metals Cor- 
poration, Oakland, California, has  an- 
nounced committee appointments to serve 
the Control for 1940-1941 as follows: 
Program Committee: Reese Tucker, Bal- 

four Guthrie & Company, Ltd., Chair- 

man; Owen T. Jones, American Trust 

Company; M. M. Woltz, Coast Manu- 

facturing & Supply Company. 

Admissions Committee: L. W. Hughes, 
California Corrugated Culvert Company, 
Chairman; George H. Engels, Market 
Street Railway Company; C. T. Plum- 
mer, Marchant Calculating Machine 
Company. 

Membership Committee: John G. Walling, 
Honolulu Oil Corporation, Chairman; 
G. A. Thulander, J. D. & A. B. Spreckels 
Company; R. F. Charlton, Matson Navi- 
gation Company. 

Tax & Legislative: F. J. Meley, H. C. 
Capwell Company, Chairman; J. R. Mc- 
Kee, California Casualty Indemnity Ex- 
change; E. V. Mills, Fireman’s Fund 
Insurance Company. 

Publicity: F. J. Meley, H. C. 
Company. 


EMPLOYMENT 


Assistant Controller 


Capwell 


In his thirties, a member of The Con- 
trollers Institute of America wishes a posi- 
tion as assistant controller in a fairly large 
industrial organization. For ten years he 
was with a firm of manufacturers and con- 
tractors of bituminous coatings and indus- 
trial paints, and for five years was secretary 
and controller of the company. He had 
charge of financial and accounting opera- 
tions; was office and personnel manager; 
handled all tax matters, including regula- 
tory measures; installed a complete system 
of standard costs; installed and supervised 
operation of machine accounting systems. Is 
married, college trained in economics and 
accounting, and is available at a moderate 
salary. Address No. 351, ‘The Controller.” 


Executive 
chase a Manufacturing Concern 
Controller, member of Controllers Insti- 
tute, now employed, desires to connect with 


a manufacturing concern as an executive 


or as controller. Has had more than 
twenty years’ experience as public and com- 
mercial accountant in ma inufacturing field. 
Experienced in purchasing, costs and gen- 
eral administration of a manufacturing con- 
cern. Desires to locate vicinity of New 
York or Northern New Jersey. Would be 
interested in working on salary plus stock 
proposition or would buy out a manufac- 
turing concern which has possibilities and 
can pay for itself out of its earnings. Has 
excellent banking connections. Address 
No. 353, “The Controller.” 
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or Controller—Or Will Pur- 





Energetic and progressive C.P.A. and 
lawyer, seasoned by twelve years of 
heavy diversified experience includ- 
ing audits, special investigations, sys- 
tem installation, cost work, Federal 
and state tax problems, security reg- 
istrations, and the like, desires a po- 
sition with a growing industrial or- 
ganization. Age—33. Address No. 
354, The Controller. 











Committees of St. Louis Control 

At a meeting of the officers and directors 
of the St. Louis Control held at noon of 
August 22 at the Missouri Athletic Club, 
President George A. Ober announced the 
appointment of the following Committees; 

Program: Henry J. Serth, Chairman; E 
J. Cunningham, Clarence V. Burns, A. © 
Schuchardt, William Aitken. 

Membership: H. F. Harrington, Chait 
man; W. N. Payne, L. A. Smith, E. § 
Spiegel, H. M. Ramel. 

The secretary was asked to mail ques 
tionnaires to the members of the Control 
to obtain a general idea of subjects which 
the members would like to have discussed 
at the 1940-1941 meetings. The date for 
the September meeting was changed t 
September 30 in order not to conflict with 
the Annual Meeting of The Institute. The 
meeting will be devoted to suggestions 
connected with the subjects presented at 
the Annual Meeting in New York City 
several members having indicated that they 
will attend. 


Economy and Control in Branch Office 


(Continued from page 333) 
bookkeepers of this extra operation, 
and a further economy has been ef 
fected by reducing the number of 
reimbursements to be posted in the 
home office each week from fifty-two 
to two, and by eliminating fifty bank 
accounts from our general ledger. Fut 
ther, as we now have statements frofll 
the two banks issued to us weekly iff 
stead of monthly, we are able not onilf 
to discover discrepancies more quickly 
but also to distribute the reconciliati@l 
work evenly instead of causing a pé 
at the end of each four-week period. 








TIMELY FIGURES! 


Send your inventory and other emergency 
computations to a skilled organization 
public calculators. Dependable results. 

ATLAS CALCULATING SERVICE 
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“CAMDEN SOLVES ITS 
TAX ACCOUNTING. 
PROBLEMS,” 


says Mayor Brunner, “With Underwood 
Elliott Fisher Accounting Machines’’ 










































































SPECIMEN TAX RECORD SHEETS AND BILLS—Tax Rolls and 


“ aliva | sPnize ; . L.llh ave written at a single operation. Automatic multiplications, column 
Realizing the need to modernize and co- totals automatically printed and ‘carried forward,” as well as automatic checks 


i ; a 12 i on accuracy, save time, energy and money and make it possible for a small force 
ordinate the accounting systems 1n the As- to doa big accounting job... on Underwood Elliott Fisher Accounting Machines. 


sessor’s, the Comptroller's and Tax Offices,”’ writes 
Mayor George E. Brunner of Camden, N. J., “we 
selected the Class D Sundstrand Accounting Machine 
as the equipment best fitted to do all of the account- 
ing in these offices... The simplicity, ease of oper- 
ation, visibility and extreme flexibility, as evidenced 
by the fact that the equipment can be changed from 
any One application to any other in less than three 
minutes, were the determining factors in our selec- 


tion of your equipment. . . Due to the Sundstrand 5 


? Sundstrand Model Underwood Elliott Fisher Accounting Machines 
10-key keyboard and many automatic features, any in Assessor's Office, City of Camden, N. J. 


of our regular city employees can learn to operate Accounting Machine Division * UNDERWOOD ELLIOTT FISHER COMPANY 


: : : ” Accounting Machines... Typewriters... Adding Machines...Carbon Paper... Ribbons 
the machines ina few minutes. and other Supplies «+ One Park Avenue, New York, N.Y.* Sales an 1 Service Everywhere 
2 Underwood Elliott Fisher Speeds the World’s Business 
Camden, N. J. has followed the lead of many other Copyright 1939, Underwood Elliott Fisher Company 


Municipalities and big business organizations in equipping JER 
with Underwood Elliott Fisher Accounting Machines. If U Nn :S ry fete) (oe) 
Jou have a machine accounting problem, telephone your 


hearest Underwood Elliott Fisher Branch. ELLIOTT FISHER ACCOUNTING MACHINES 








@ ‘“Two-for-one”’ is a fishing thrill I’ve never had before, Sam—but I 
got just as big a thrill at the office the other day when I replaced two 
office machines with one... Yep—replaced one adding machine and 
one calculating machine with one new Remington Rand Printing Calcu- 
lator. Man!—there’s a figuring machine that does everything . . . adds, 
subtracts, multiplies, divides automatically . . . yes, and prints the whole 
problem on regular adding machine tape. Think what that means —a 
permanent, black-and-white record, with only one run of the figures, 
Now we do doth big jobs — adding and calculating — on ove machine... 
I’in going to write to the home office boys about it. This Printing Cal- 
culator can be a profit-maker in every one of our branches... Look into 
it yourself, Sam — Ill bet it will save you money in your business, too! 


WEE like it because it’s an all-pur- 
pose machine at little more than 


adding machine cost. 


You don’t need to be a branch office or 
chain store manager to profit by the new 


Remington Rand Printing Calculator. If you 


Mt A PAS IIS ALIS 


own an adding machine only, give yourself 

calculating machine convenience at little 

more than adding machine cost. If you owna 

calculating machine only, give yourself adding 

machine facility too. If you own both, replace 

them with ove Printing Calculator .. . the 

WEE use it mainly for calculating... world’s only complete, all-purpose figuring 
but its listine-addine feature is a de- machine... Invest a few minutes in a dem- 
cided convenience onstration today. Phone your nearest Rem- 
: ington Rand ofhce. Or write Remington 

Rand Inec., Buffalo, New York. In Canada: 


Remington Rand Ltd., Toronto. 


The Remington Rand 
Printing Calculator 


WE use it for all original work, | ‘ey:) PRODUCT OF THE SAME BRAINS AND HANDS THAT BRING YOU 
eliminating the re-run for proof REMINGTON NOISELESS KARDEX VISIBLE SYSTEMS [ REMINGTON DUAL 


PORTABLE TYPEWRITERS OF BUSINESS CONTROL EM OSE-SHAVERS 











time formerly needed. 


AND 20,000 OTHER PRODUCTS SERVING THE WORLD 














